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SPEED SAVES MONEY 


Figure work at lower cost. Direct action gives 
instant answers plus positive error control— 

a time and money saving combination. Ask your 
Comptometer representative about the many 
exclusive Comptometer features 

and services. 


Comrromerer Machines 
are made by Felt & Tarrant Manufacturing Co., 
and sold exclusively by its Comptometer Div., 
1784 North Paulina St., Chicago 22, I 

Offices in all principal cities 
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in 


accounting 


training 


Training you can recommend 
with 


The effectiveness of any study program depends on (1) the quality 
of the instruction and (2) the ability and earnestness of the student. 
The uniformly high caliber of the [AS Educational Statt contributes 
directly to a training program you can recommend with confidence. 


EXECUTIVE EDUCATIONAL COMMITTEE 
GEORGE P. ELLIS, C.P.A.—Practicing accountant; former Vice-President, 


American Institute of Accountants; former President, Illinois Chamber 
of Commerce. 

THOMAS W. LELAND, B.A., M.A., CP.A.—Head of Department of Business 
Administration, Texas A. & M. College; former President, American 
Accounting Association. 

ROBERT L. DIXON, M.B.A., Ph.D., C.P.A.—Professor of Accounting, School of 
Business Administration, University of Michigan; former President, 
American Accounting Association. 

LEE GALLOWAY, B.Sc., Ph.D.— Former Chairman, Board of Directors, The 
Ronald Press Company; former Director, Department of Management, 
New York University. 

STEPHEN GILMAN, B.Sc., C.P.A.—Educational Director, LAS; Author of “Ac- 
counting Concepts of Profit,” “Analyzing Financial Statements,’ and 
other accounting texts. 


FACULTY 


Stanley E. Beatty, C.P.A. Stephen Gilman, B.Sc.,C.P.A. Samuel D. Plotnick, C.P.A. 

Robert Dick, B.L.,C.P.A.  C.E. Hoglund, B.S.,M.B.A.,C.P.A. G6. Taylor, C.P.A. 

Roy E. Duvall, B.C.S.,C.P.A. James W. Love, C.P.A. Joseph G. Terry, A.B., C.P.A. 

George P. Ellis, C.P.A. Frank H. Murray, C.P.A. Harry G. Westphaln, C.P.A. 

C. W. Emshoff, $.B., C.P.A. Kenneth £. Oakley, C.P.A. Earl R. White, C.P.A. 
William A. Parrish, B.S., C.P.A. 


The Executive Educational Committee is responsible for [AS educa- 
tional policies and activities. Faculty members, some of whom 
devote full ume to the work while others devote part time, prepare 
text material, give consultation service, or grade examination papers. 
An Advisory Board of forty outstanding business executives, Certi- 
fied Public Accountants, and educators counsels with IAS, upon re 
quest, about technical accounting, educational, and business matters. 


The special 50th Anniversary Edition of the school's 


catalogue will be sent free upon your request. Just 
send a postcard or letter to LAS at the address below. 


INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 
A Correspondence School Since 1903 


209 WEST JACKSON BOULEVARD ¢ CHICAGO 6, ILLINOIS 
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High-speed modern punched card 


accounting machines certainly are 
. SOME OBSERVATIONS ON EXECUTIVE RETIREMENT 


time-savers but-— 
Reviewed by K. Y. Siddall 
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full-time use! 


In that case, why not discuss your 


problems with us? You pay us only MPA 


on the basis of actual time used— 2 
Member, Magazine Publishers Association, Inc. 


and you are assured that your re- 


ports will be prepared on time. 


This suggest ion may save you CEIL SMITH THAYER, Assistant Editor A. V. HAYBYRNE, Circulation Manager 
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You can see, the first time your secretary touches 


the keys . . . how much easier the IBM Electric 
ai IBM, Dept. CN-1, 
The very first line of typing shows you how much ; 
590 Madison Ave., 
clearer and neater your letters, reports, and office 
records will be. 
You realize quickly, too, how much more time — C) I'd like to eee the 
this energy-saving typewriter allows your secretary IBM Electric Typewriter 
for other important office duties. 
Isn’t it time you, too, had the benefits of IBM’s 


in your office? 


O) Please send brochure 


Name_ 


Company 


IBM 
ow 


City 
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THE IMPORTANCE OF “ERRORS” 


Editors, THE CONTROLLER: 


Robert Gregory's article in the January 
1954 issue entitled “The Frequency and 
Importance of Errors in Invoices Received 
for Payment,” presents food for thought 
for any who establish the standards under 
which clerical jobs are performed. It also 
brings to mind a monumental invoice-pay- 
ing job that is going on day by day in 
which we are all vitally interested. 

Based upon the writer's experience in 
the Navy during the war, which is believed 
to be representative of the general prac 
tices in all government vouchering and 
disbursing offices paying public vouchers, 
not only are all invoices checked as to foot 
ings, extensions, quantities and, possibly, 


transportation, at least at the vouchering 
level, and often again by a separate dis- 
bursing officer, but they are completely re- 
checked by the General Accounting Office. 

With the present rules establishing a 
purported personal liability against dis- 
bursing officers, it stands to reason that no 
short cut methods could be effected at the 
vouchering and disbursing level, since it 
is only the error that is chargeable to the 
disbursing officer, while the cost of the 
personnel doing the checking is free; or 
should one say free to the disbursing of- 
ficer. Superimposing the General Account- 
ing Ofhice on top of this structure probably 
sounded like a great idea when presented 
to Congress, but a review of the Gregory 
article would indicate little likelihood of 
4 pay out. It must be borne in mind that 


CHICAGO 


j 
Bao 
Depreciation and Depletion Studies 

Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 


Design and Construction 
Industrial Engineering 


Ford, Bacon & Vavis 


Engineers 


39 BROADWAY, NEW YORK 6, N. Y. 
LOS ANGELES 


when the Comptroller General presents 
statistics to Congress to show how recover 
ies obtained by his office exceed related ap 
propriations, he fails to break down the 
recoveries by individual functions as com- 
pared to equivalent detailed costs, and it is 
the writer's understanding that most of the 
recoveries are unrelated to public vouchers 
It would be worth while if this article 
and its application could come to the at- 
tention af the proper economy-minded 
Congressmen. The writer has always had 
a grave doubt about the soundness of per- 
sonal liability and also of duplicating 
checks created by the operations of the 
General Accounting Office. The Govern- 
ment should spend no more per invoice 
than would a soundly run business. 
JOHN V. VAN Pett III 
Controller 
The Kendall Company 
Walpole, Mass. 


MANAGERIAL ECONOMICS 
Editors, THE CONTROLLER: 

I thought you might be interested in 
knowing that the early judgment of Con- 
trollership Foundation in digesting ‘Man 
agerial Economics’ has been heartily sec- 
onded by the American Marketing Asso- 
ciation in its annual award announcement 


GORDON SHILLINGLAW 
Joel Dean Associates 
Yonkers, N. Y. 


A digest of "Managerial Economics” was 
published in the June 1951 issue of TH 
CONTROLLER as a Special supplement. The 
A.M.A,. citation to Joel Dean, author of the 
book, pointed out that “he has succeeded in 
providing the business economist and thé 
marketing executive with an invaluable and 
comprehensive source book, bringing to- 
gether applicable economic concepts, sources 
of data, and analytical techniques—many 
of them original and all of them essential to 
the making of sound management decisions, 

“Although entitled ‘Managerial Econom- 
ics’ more than three-quarters of the volume 
is concerned with marketing policies and 
problems, 

"By so emphasizing that marketing 15 a 
vital of business management. M) 
Dean has made an outstanding contribution 
to marketing literature.” 


COVE 


The Editor 


EXECUTIVE READING 
Editors, THE CONTROLLER: 

The attached may interest you. 
GLENN GARDINER 
Elliott Service Company 
Mount Vernon, N. Y. 

Attached to Mr. Gardiner’s note was a 
"Digest of Current Reading for Executives” 
which featured among other papers and 
articles one by Kenneth Smith, treasurer and 
assistant to the president of the Pacific Lum- 
her Co., San Francisco, entitled "Selling On» 
Economic System™ published in the Decem- 
ber 1952 issue of THE CONTROLLER. 

The Editor 
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You can make the production of records 
COMPLETELY automatic and accurate—but it 
depends on continuous forms made to feed, 
align and register freely . . . wholly by means 


of the pinfeed platen on business machines. 


Standard's top quality forms and devices 
simplify the writing process, They 


make a big difference in paperwork costs. 


So does the service behind their application. 
System Analysis checks the forms progedure 
for improvements, Form Design assures 

the most efficient, economical form. 


For instance: with Standard’s FORMS Mechanical Service, too, is always available. 


"sR tati kes it ll 
Standard's Representative makes it spe 


continuously removed 
pies as the staple-free forms 
issue from writing Phone our office in your city or 
machine through Sy write The Standard Register Company, 
Standard’s Separator i 102 Campbell St., Dayton 1, Ohio. 


Paperwork Simpification for you. 


BUSINESS 5 FORMS 


Paperwork Splat 
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by John V. van Pelt Ili 


te TAX CONTROL OF INVESTMENTS 


by Townley Bale 


te ACCOUNTING ASPECTS OF PENSION PLANS 


Forthcoming Features 


IN THE CONTROLLER 


%& MARKETING NEEDS COST CONTROL 


by E. W. Kelley 


“MEET ME IN ST. LOUIS” 


Editors, THE CONTROLLER: 

We invite you to have the time of your 
life-—on the banks of the Mississippi! 

Here in the metropolis of the great Mis 
sissippi Valley, the Midwestern Confer- 
ence of Controllers Institute of America 
will take place May 17, 18 and 19. There 
will be fun for all--and wives are wel- 
come! 

“The Shape of Things to Come’ ts 
what we'll explore this year—and we'll 
tackle everything from electronics to 
nomics. We'll look under the surface of 
the complex, hectic age we're living in 
find out what's happening on the national 
front and what's gommg to happen. 

You'll be the guest of the St. Louis Con- 
trol at a cocktail party on Sunday evening 
at the Jefferson, which as you know 1s 
Conrad Hilton's latest hotel to get the 
glamour treatment. If you knew the Jeffer- 
son of old, be prepared to have your eyes 
opencd—it’s something! 

There will be three technical sessions, 
two luncheon sessions and a banquet on 
Monday evening, with one of the best- 
known men in America as our speaker. 
You'll hear more from us later but mean- 
while ask your travel agent what's the best 
“good time” town in this part of the 
world. He'll say St. Louis. 


C, HUEHN 
General Chairman 
Midwestern Conference 
American Brake Shoe Co. 
St. Louis, Mo. 


THAT SPECK 
Editors, THE CONTROLLER: 

The enclosed clipping from the January 
1953 issue of The Rig & Reel, published 
by the Parkersburg Rig & Reel Co., Park- 
ersburg, W. Va., follows up “that speck,” 
mentioned in “Scanning the Scene’ in 
your February issue. 

hikes 

Quote: Not long ago we ran an editorial on 
the fact that only one county in all our 48 
United States could claim the honor of not 
having a single federal employe, either state 
or local within its boundaries . . . this dis- 
tinguished county was Armstrong County 
in South Dakota. Now comes the news that 
Armstrong County has lost this distinction 
and its name to boot. It was merged with 
neighboring Dewey County. Unquote. 

Yes, alas, it was too good to last! 


The Editors 


EMULATION 
Editors, THE CONTROLLER: 

I am writing you because I would like 
you to know that your magazine has been 
of inestimable assistance to us in the con- 
duct of our practice. The problems of the 
certified public accountant in his contact 
with small business are almost exactly that 
of a controller in the larger corporation. 
We have therefore changed our concept 
of report-making to smaller businesses us- 
ing almost entirely as our guidepost your 
publication and its reference books. 

J. ClypDE Lewis 
Certified Public Accountant 
Flint, Michigan. 
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RECOGNITION 
Editors, THE CONTROLLER: 

We would like your permission to re 
print “Controllers Institute Comes ot 
Age,” appearing in the November 1952 
issue of THE CONTROLLER. Of course, a 
credit line would be given. 

JEANNE FLORIAN 

Editor 

The Furniture Warehouseman 
Chicago, Hlinois 


Permission granted, 


Editors 
BUDGETARY CONTROL 
Editors, THE CONTROLLER: 

I am writing a book entitled “Budgetary 
Control’’ for the Alexander Hamilton In- 
stitute. I should like permission to usc 
some materials which have appeared in 
THE CONTROLLER and also some studies 
made by the Controllership Foundation, 
dealing with this subject. I assure you that 
in every case where such materials are used 
full credit will be given to their source 
through the usual footnote procedure. 

In the December 1950 issue of THt 
CONTROLLER a check list of “Do's and 
Don'ts for Successful Budgeting” ap- 
peared, I feel that this check list would be 
an excellent addition to my concluding 
chapter. If I have your permission, I shall 
use it with, of course, complete acknow! 
edgment as to its source. 


RuFus WIxXONn 

Professor of Accounting 
Wharton School of Finance 
and Commerce 

University of Pennsylvania 
Philadelphia, Pa. 


We are delighted to grant permission and 
look forward to eventual publication of a 
review of the book. 


The Editors 


W. T. CHAMBERLAIN INC. 


103 PARK AVENUE 
NEW YORK 17 


MURRAY HILL 3-2942 


Insurance 


Consultants 


The largest analytical or- 
ganization of its kind which 
does not sell insurance 
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PAST FET 


AND THE WHOLE SYSTEM — 


Tesver® 


Areo 


R 

copes oer 


In order-billing, it's the rewriting and retyping that 
cause the wasteful errors, that add up the costly 
salaried time, and slow up the entire operation. Stop 
all that! Cut costs, speed routines, please customers, 
get it done quicker, and right the first time! 


The DITTO idea is explained above, it adapts to 
any company’s present routines. Mail the coupon, 
get the Idea Folder on Order-Billing and other 
DITTO One-Writing error-free speed-systems! 


pe. THIS” 


IDEA FOLDER! 
MAIL COUPON WOW! 


DITTO, Incorporated, 641 So. Oakley Bivd., Chicago 12, Ill. 


Gentlemen: At no cost or obligation to me please send me your 
Idea Folder on DITTO One-Writing Order-Billing. 
Also send me data on systems for 


Payroll { | Purchasing | Production 
Nome & Title 

Company 

Address 


County 


Throw Switch on Your Order Billing! 
Bills of Lading .. 
= zoe | 
| 
Ledger and Unit Analysis his for Stock and back a 
Low-cost Sales Analysis". More Shipments 
Ag 
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WORK... 
IN ALL BUSINESS | ( IC] | 


@ Exclusive features enable the 


Friden fully automatie Calculator 
to perform more steps in figure- eC 4 ra i i 1g 


work without operator decisions 


than any other calculating machine 
ever developed. Watch Friden 


Gigusethinking save for your busi- My ubtract S CO st S 


ness...save so much in human time 


that this Calculator’s cost can be 
quickly written off! Friden sales, 


instruction and service available multiplie SS avings 


throughout the U.S. and the world. 


FRIDEN CALCULATING MACHINE CO., 
iINc., San Leandro, California. 


BUSINES 
THE THINKING MACHINE of 


We GOmmouncememt For scientists, research workers and technicians in certain 
specialized fields, the Friden organization has now created a unique calculator 
& LAN ARN ; that provides fully automatic extraction of square root in addition to all the other 
k : ; “decision-making” features of the Friden. Automatically, with the touch of one 

: key. this machine extracts the square root of any number up to 10 digits. Up to 


\ 
< 


© Friden Calculating Machine Co., Ine 100 operations formerly required on any desk calculator are eliminated. 
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Are We Self-Centered? 

At the Sixth International Conference on Accounting held 
at London in June 1952, delegates were present from 24 
countries to interchange viewpoints and problems in the field 
of accounting. The largest single delegation was from the 
United States—larger than the delegations from Great Brit- 
ain and Ireland. Representatives of 12 state societies of certi- 
fied public accountants plus delegates from the American 
Accounting Association, the Institute of Internal Auditors, 
the American Institute of Accountants, and the National As- 
sociation of Cost Accountants were present. 

But no one represented Controllers Institute of America. 

Certainly, by the past record, controllers are no less will- 
ing to interchange ideas than are other categories of account- 
ants. Certainly also, many controllers of United States cor- 
porations travel extensively. Although Controllers Institute 
is not in a position to pay the expenses of delegates to such 
conferences, there must be among readers of THE CONTROL- 
LER some executives who would find the contacts beneficial 
to their companies and would welcome ideas generated in 
such a conference. 

Another similar conference is scheduled for May 28-30, 
1953 in London under the sponsorship of the Institute of 
Cost and Works Accountants; perhaps closer to the hearts 
and interest of controllers than the Conference described 
above which was sponsored by the Institute of Chartered Ac- 
countants in England and Wales. Certainly American cor- 
porate financial and accounting executives should be repre- 
sented at a gathering of this sort. 


Your Importance as a Tax Expert 

Public speakers and individual observers have frequently 
commented that the value of tax experts and controllers in 
management has been greatly increased during the past 20 
years. The rapid growth of taxes, resulting from “‘pump- 
priming,’ boondoggling, a great war, and governmental 
bad-guessing on the reconversion period, have made inevi- 
table this shift of emphasis. 

It might be well to study the future in the light of that 
history. Are we, as everyone hopes, approaching a period 
when taxes will cease to rise and may even decrease within 
the visible future? How does such a trend affect management 
functions and emphasis? 

It seems unlikely that taxes will decrease markedly. The 
tax analysis and planning function will not fade away as 
part of management's job. But when taxes are no longer in- 
creasing then the controller's attention as a planner should 
undoubtedly turn to more urgent problems of management. 
By now, he should have his tax department well in hand. 


Past tax savings may have given many a controller an op- 
portunity to show what he could do. He has perhaps thus 
been drawn into other policy and management problems. 
The only danger will arise when he considers past tax sav- 
ings as a sort of “reputation pillow’ on which to rest com- 
fortably. 


Department of Unconfessed Ignorance 

Recently one controller asked another the difference be- 
tween Treasury Bills and Certificates of Indebtedness. It 
turned out neither of them was quite clear on the matter. 
This may sound odd to readers from the banking field or 
those who have long handled the company’s investment port- 
folio; yet here is a little fragment of specialized knowledge 
that many of us have never had occasion to dig out—and 
may not know where to look for it: 

The story from one of our banks is as follows: 

Treasury Bills—maturities up to 90 days 

Certificates of Indebtedness—-maturities of 90 days to 1 
year 

Treasury Notes—maturities from 1 to 5 years 

U.S. Government Bonds—maturities of more than 5 years 

Probably every one of us has encountered a question like 
that to which he feels he should know the answer, but would 
rather not ask the question. 

Do you have any such? Your identity will be kept confi- 
dential or the questions may be sent in anonymously. Let's 
try out a “Department of Unconfessed Ignorance.” 


Retirement Can Be Useful—or Fun—or Both 

One well known corporate economist and philosopher has 
declared that executive retirement plans ‘‘at best are an eco- 
nomic crime and at worst they are legalized murder.”” That 
used to worry me because it was all too obvious that many 
competent financial and accounting executives were being 
retired before any noticeable mental or physical deteriora- 
tion had set in. Almost any able-bodied man is unhappy with 
enforced idleness after years of active responsibility. 

If the company loses valuable competence and experience 
and the man pines away besides, the procedure appears to be 
a futile double-barrelled loss. 

Watching the process with more care and over a longer 
period of time, I'm less disposed to worry. The executive 
who is sufficiently flexible in his mind and broad in his in- 
terests, seems almost immediately to find himself busy with 
consulting assignments, civic and educational functions. * Of- 
ten these are more absorbing than he would prefer. He ts 
not forced to be idle. The main difference is that he can pick 
and choose his jobs for the fun and satisfaction they yield 
rather than the money, for he is no longer a “hostage of 
fortune.” 

Conversely the man who has not the flexibility to seek out 
these new functions—-or cause them to seek him-—probably 
is on his way to being a liability to his own organization. He 
should be retired. WALTER MITCHELL, JR. 
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" save us over $200,000 a year... 
repay their cost every 9 months!”’ —.ousieoay « company, Inc, new vore 


“Accounting systems and time-saving 
equipment in a major publishing house 
such as ours (we ship approximately 
$0,000,000 books a year) are of para- 
mount importance. 

“We depend on National Accounting 
Machines in our Book Club mail rooms 
and to handle our payroll and account- 
ing work. We use National Cash Regis- 
ters in the Doubleday Book Shops and 
company cafeteria. The result is a com- 
plete, integrated sales-accounting system 
that provides control over all transac- 


tions, and also furnishes valuable in- 
formation to management. 

“Our National Machines pay for 
themselves every 9 months, for they 
save us over $200,000 a year. And 
National's ease of operation makes it 
simple to train operators and keep them 
happy—another reason why we've or- 
dered 4 more National “Class 31” Ac- 
counting Machines.” 


Treas., Doubleday & Co., Inc. 


No matter what the size or type of your 
business, National Machines increase effi- 
ciency and soon pay for themselves out of 
the money they save. On many jobs, Na- 
uonals do up to % of the accounting work 
automatically! Call your nearby National 
representative today. Let him show you how 
much you'll save with the National System 
adapted to your needs. 


ACCOUNTING MACHINES 
ADDING MACHINES + CASH REGISTERS 


THE NATIONAL CASH REGISTER COMPANY, vayrron 9, on10 
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Operating and Other Problems in 


Parent, Subsidiary and Divisional Relationships 


L. R. Feakes 


The integration and merging that has 
taken place in the past several years in tex- 
tile operations has in turn developed an 
terest in such aspects as methods of op- 
eration, pricing of intercompany sales or 
transfers, divisional* setup, accounting 
responsibilities of the various units or di- 
visions, and other intercompany relation- 
ships. The Johnson & Johnson approach, 
herein described, 1s a pertinent sup plement 
to the article by Carl Blumenschein, “Con- 
trol of Decentralized Accounting in a 
Multi-Plant Organization,” published in 
our February 1953 issue. 


E'LL START OFF at the point where 

we have to decide whether or not 
we're going to have a division. I’m think- 
ing of a division as a complete entity in 
itself, with its own management, sales, 
manufacturing, personnel and accounting 
responsibilities, and not the branch plant 
situation where only processing is carried 
out but with all other activities emanating 
from a head office at another location. 

Top management has the first decision 
to make in establishing a division. Some 
of the major problems that face the deci- 
sion are: 

1. What will the division accomplish 
that couldn't be done as well if the opera- 
tion is fully integrated in the parent? In 
this area, consideration must be given to 


* For the purpose of this discussion the term 
“division” will be used, thus considering a sub- 
sidiary or a division as synonymous from an 
operation viewpoint. 


affinity of the product line with the par- 
ent’s; whether or not manufacturing op- 
erations are of a similar nature; classes of 
trade to which the product will be sold; 
whether or not the trade associations, prac- 
tices and traditions of the parent will en- 
cumber the progress of the product line 
if merged with that of the parent, or 
whether it will have a better chance if on 
its own. 

2. Once the decision to divisionalize is 
reached, the goals for the division must 
be established. Just what business shall it 
engage in? What are the limitations under 
which it shall operate so that it will not 
encroach upon other established divisions 
in the family ? Shall manufacturing opera- 
tions be set up separately or shall it buy 
from an established facility ? What financ- 


ing shall be extended to the new opera 
tion? 

3. Controls must be present so that the 
parent management has an adequate check 
on the attainment by the division of the 
goals for which it was established. 

4. A measure of control must be set up 
so that individual company policies are 
kept in accord with the general business 
objectives of the over-all venture. 

5. Financial control procedures are nec- 
essary as to such factors as 
tures, adequacy of profits, dividend poli 
cies, return on capital employed. 

6. Decisions must be reached on the 
extent of those necessary corporate serv- 
ices to be maintained by the parent unit on 
a centralized basis available to the division 
for its ordinary everyday operations. 


L. R. FEAKES is a graduate of Pace College, 1928, and a 
C.P.A. (New York). After several years in private and pub- 
lic accounting he joined Johnson & Johnson, New Brunswick, 
N. J., in 1932 and has held successively posts of general 
accountant, general auditor, controller (1943), general 
controller and assistant treasurer (1949). He was elected 
a director in 1946. He is a member of the Advisory Panel 
of Controllers Institute’s National Committee on State and 
Local Taxation and a member of the Cost Accounting and 
Analysis Committee of the Institute’s New York City Control. 
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JOHNSON & JOHNSON—SUMMARY ORGANIZATION CHART 
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PARENT-DIVISIONAL 
TOP MANAGEMENT COORDINATION 
Under the Johnson & Johnson principle 
of decentralization, practically absolute au- 
thority is granted to the division to carry 
on its everyday operations. In the parent, 
liaison with the division is accomplished 
in two manners: 


Domestic Divisions 

1. The president of each of the major 
domestic divisions is represented on the 
Board of Directors of the parent. This 
provides him with an opportunity for par- 
ticipating in decisions that can at times 
have far-reaching effects on the phase of 
the total operation for which he is pri- 
marily responsible. 

2. Subsidiary to the Board of Directors 
is a six-member Executive Committee. All 
of such members are employed by the 
yarent and are also members of the Board. 
To three members of this group is as- 
signed largely the task of overseeing do- 
mestic subsidiary operations, with one 
division, and possibly more, being as- 
signed to each. This individual serves as 
the one to whom the president of a divi- 
sion reports. He works closely with such 
president on major problems pertaining 
to the division and acts as a spokesman 
for that company with the Executive Com- 
mittee. It is in this area that the substantial 
management problems are handled. 


Foreign Subsidiaries 

The foreign subsidiaries are controlled 
for management purposes through a di- 
rector of Overseas Operations, who is also 
a member of the Board of Directors. He 
and his staff are intimately acquainted 
with the major problems of a number of 
companics operating in several foreign 
countries having broadly differing politi- 


cal and economic climates. Reporting in 
this instance is directed to the Executive 
Committee. Because of remoteness of the 
director from actual operations (although 
fairly frequent inspection trips are made), 
considerable of the liaison activity must 
be conducted by correspondence. One of 
the regularly required reports in this ac- 
tivity is a monthly summary issued by the 
general manager of each company wherein 
he comments on various problems and ac- 
tivities of the business and which con- 
tains information that cannot be gleaned 
from the usual financial statements. 


FINANCIAL INFORMATION 

Financial controls are a most important 
factor to the job of parent management 
control over the division, as well as for 
divisional management too, for that mat- 
ter. These extend to not only what has 
happened but to what is expected to hap- 
pen, in divisional management's thinking, 
in the job of carrying out the pursuit of 
the established goals. This information is 
conveyed in the form of periodical finan- 
cial statements and forecasts. 

In our own operation, we require each 
division to submit at the beginning of the 
calendar year (a) a forecast of income 
for cach quarter of the year, (b) a cash 
forecast for the same period, (c) a pro- 
jected balance sheet at the end of the year, 
and (d) a detailed program for fixed as- 
set requirements. betailed reviews are 
made of these forecasts by a committee 
composed of four members of the afore- 
mentioned Executive Committee, one other 
executive and the general controller. This 
review is held in conjunction with the 
president of the divisional operation and 
such other members of his staff as he wants 
to have in attendance. This ts an exhaus- 
tive analysis of the plans of that division 
for the coming year. The Committee can 
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either accept the plan as submitted or re- 
quire adjustments. 

At intervals through the year the orig- 
inal forecasts are revised to represent the 
latest estimates of the expectancy of in- 
come and cash requirements for the year. 
Extension of the forecasts to cover the en- 
tire following year are also presented. 
These subsequent revisions are also the 
basis for reviews of the past and antici- 
pated operations. These reviews are held 
in the same manner as the original fore- 
cast plan—in conference between the 
Committee and the company representa- 
tives. The talking out of each company’s 
plans in this manner has been most pro- 
ductive from the viewpoint of home office 
management in keeping the goals of the 
division aligned to management thinking. 
It also serves to give an area of approval! 
to the division within which they can pro- 
ceed to plan for capital expenditures and 
such operational programs as are necessary 
to achieve the profit forecast that they have 
laid out. 

Other financial information is also sub- 
mitted on a monthly basis in various com- 
parative forms, such as the income state- 
ment, balance sheet, expense analyses and 
the like. These permit the examination of 
progress of the divisional operations in 

‘tween the quarterly reviews. 


OPERATING LEVEL COMMUNICATION 

Parent-divisional top management coor- 
dination is not the only consideration. It 
is necessary to achieve a certain amount of 
communication at the operating level. 
Thus, in our case, it has become desirable 
to create groups in various phases of oper- 
ations that meet from time to time to ex- 
change experiences and information that 
may be of benefit to the various divisions. 

All of these groups operate on an ex- 
tremely informal basis, with full discus- 
sion permitted of any subject on the 
agenda. 


Personnel Officials 

For instance, we have personnel direc- 
tors dealing with labor problems in a 
number of plants, some close to each other 
and some widely separated. They deal 
with both and unorganized 
employes, with the organized being inde- 
pendent in some cases and affiliated with 
either A.F. of L. or C.1.O. in others. 

Obviously, the results of negotiation in 
one plant might well have a bearing on 
the Sak in another. Experiences are 
exchanged at meetings of the personnel 
officials of all plants, who are thus enabled 
to keep abreast of general developments, 
and to discuss and evaluate the possible 
effects of them on the operations in which 
they are particularly interested. 


Research Directors 

The various research directors meet in 
accordance with their own needs for the 
purpose of exchanging data on problems 
that are currently before them. 
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Controllers 

In a similar vein, we have a Controllers 
Conference, meeting bimonthly, with such 
subjects on the program as are considered 
to be of general interest and wherein ex- 
perience and knowledge can be exchanged 
for the benefit of all. 


THE GENERAL CONTROLLER’S ROLE 

In the general controller's area there 
falls the basic job of organizing the sub- 
mission of the accounting information re- 
quired to keep management informed of 
what is going on in the various divisions, 
as well as for use in accumulating con- 
solidated results and for preparation of 
such reports as Form 10-K. You are all 
familiar with this type of material and | 
will not go into the organization of it. I 
will say though that we do not attempt to 
specify in detail the type and nature of 
the detailed accounting procedures that 
are followed by each of our divisions, so 
long as they are able to come up with the 
required financial statements in specified 
forms. 

We believe that cach division's ac- 
counting requirements should be designed 
to meet the needs of its management. They 
are the ones first to be served as they have 
the job on the front line to meet the goals 
that management has established for them. 

We do not feel that we should main- 
tain sufficient organization at the head 
office to be able to be thoroughly familiar 
with all of the detailed problems in each 
division's operations and take over the 
job of putting in effect all of the account- 
ing procedures necessary to meet the divi- 
sion's situations. 

This type of approach requires that 
there be adequate accounting personnel 
in each of the divisions. Each is entirely 
sufficient in the accounting sense—having 
all of the phases of its own accounting. 

The general controller's activity in this 
ficld is largely in the area of specifying 
the form and content of financial state- 
ments that are needed, to set forth ac- 
counting policies that should be followed 
when there is a need for uniformity 
through all divisions, and for general con- 
sultation on accounting problems. 

Possibly I am overdoing it when I say 
that we have no interest in the accounting 
procedures followed in the individual di- 
visions. Let there be no mistake about it, 
we do have a substantial interest. What I 
mean is that we do not go to the extent of 
saying, for instance, that accounts re- 
ceivable records shall be kept on such and 
such a form ledger sheet and should be 
posted on a certain type machine, that 
payrolls should be prepared in a certain 
manner, and so on. 


Audit Examination 

We follow up that interest through an 
internal auditing group, answering to the 
general controller. The work of that group 
has been correlated very closely with that 


of our independent accountants, so as to 
increase audit efhciency through avoidance 
of overlapping of functions. 

In addition to examinations of account- 
ing material to determine that principles 
of internal control are being exercised 
fully, to satisfy that proper information is 
being recorded on the books and reported 
in financial statements, to detect errors and 
to perform the usual goals of audit ex- 
amination, a substantial amount of work is 
done in review of systems and procedures 
from the viewpoint of comparing them 
with operations in other divisions and to 
point out places in which improvements 
can be made. 


Insurance and Taxes 

Insurance and taxes are two other areas 
in which centralized control under the 
general controller is exercised. All in- 
surance for all of our domestic companies 
is placed through the insurance manager 
of the parent. He depends upon the divi- 
sions for reports of values and for reports 
of those incidents which give rise to claim 
and the subsequent financial data on 
which the claim is based. In the tax area, 
we expect each divisional controller to be 
generally familiar with the principles of 
federal and state taxes affecting his unit. 
He, however, looks to a tax manager on 
the central staff for advice on particular 
problems, for review of tax returns before 
they are filed, and for assistance at the 
time of audit by revenue agents. 


STATUS OF DIVISIONAL CONTROLLERS 

One of the important problems that has 
come up in this controller area is the 
question of to whom the divisional con- 
troller shall report—to the general man- 
ager of the unit for which he works, or 
to the general controller? Some organiza 


trons are established on the basis that all 
accounting activities should be the direct 
responsibility of the controller of the par- 
ent organization. We have found in prac- 
tice that this has not worked out well. 

Our experience is that it is much more 
satisfactory for the divisional controller 
to report directly to the general manager 
of the operation, but with a definitely rec- 
ognized responsibility to the parent gen- 
eral controller for carrying out the re- 
quirements necessary to the compilation 
of accounting data needed for top man- 
agement and corporate purposes. We have 
tried to emphasize the integrity of the in- 
dividual unit as a separate entity in carry- 
ing out the goal for which it was estab- 
lished. ‘To do so, the executive staff must 
work as a team toward the achievement of 
that goal, and the divisional controller, as 
a member of that team, must be always at 
service to assist in its achievement. His 
primary responsibility to another oftice 
does not aid particularly in carrying out 
such a plan. 


UNIT TEAMWORK 

You might think that this provides for 
a disjointed organization, but I assure 
you it makes for some very close team- 
work in the individual units. We do not 
find that it detracts from the achievement 
of the top accounting job. 

In the various divistons, the controller's 
organization setup will vary according to 
the needs—-from the smallest situation, 
where the controller is chief accountant, 
cost accountant, and credit manager com- 
bined, to the situation where a highly 
specialized group is involved in the con- 
troller's organization. 

In most of our divisional operations 
there 1s a combination controller and 


(Continued on page 192) 


THE DECENTRALIZATION PATH IS NOT A ROSY ONE 

An admonition on this point is quoted from a talk given 
last May to the National Society for Business Budgeting by 
Dr. Peter F. Drucker, author and consultant: 

“Then take the trend toward decentralization of industry. 
This is a very misleading term because it obscures the fact 
that you cannot decentralize without very much better con- 
trols of performance, very much better controls of objec- 
tives, than most businesses have ever heard of. Decentraliza- 
tion means that you set up a unit autonomously im such a 
manner that it operates against standards, objectives, and 
goals rather than against supervision. The major problem 
1s a control problem which very few businesses either under- 
stand or have the controls for. Many who go ahead and de- 
centralize ave going to rue the day. Yet, I believe it is a de- 


sivable trend.” 
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Investing Pension Funds 


W. C. Dunn 


N the investment field there is one im- 

portant factor that it would be difficult 
to overemphasize: Investment problems 
are always individual depending upon the 
circumstances surrounding the investor. 
The widow, business man, insurance com- 
pany, investment trust, savings and loan 
association, or bank, each has a somewhat 
different problem than the pension plan. 
Likewise, a pension trust should be differ- 
entiated from a profit-sharing plan for 
which the requirements and objectives are 
divergent in many respects. This discus- 
sion will be confined to those problems 
peculiar to the pension trust. 

Although there is a wealth of data cov- 
ering the various types of pension plans, 
and the technicalities concerning them, 
little has been published on the invest- 
ment problems involved. In combing this 
field, several of our largest banks, which 
have been pioneers in pension trust work, 
were consulted and only three or four 
papers of recent date on this specific sub- 
ject were found. It seems clear that the 
principal reason for this is that investment 
policies have been kept more or Jess con- 
fidential and it is also true that these 
policies do vary considerably in accordance 
with the particular company for which the 
funds are being invested. In view of the 
dearth of source material it will be neces- 
sary to refer mainly to the one or two best 
articles available on the subject and to 
draw upon my personal experience to a 
considerable extent. 


As indicated, there is nothing fixed 
about the pattern of pension trust invest- 
ments. Generally speaking, there are no 
legal restrictions concerning such invest- 
ments; each trust agreement may incorpo- 
rate its own investment provisions depend- 
ing upon the attitude of the individual 
company. These policies may be altered 
in accordance with changing conditions 
and this flexibility enables this type of 
fund to capitalize upon new opportunities 
and to take advantage of changing yield 
relationships which occur in the various 
markets. To maintain this flexible posi- 
tion, ready marketability of the majority 
of the securities owned is desirable but 
extreme liquidity is not required. Since, 
as a rule, there is no problem of publish- 
ing a balance sheet or exhibiting a surplus 
position on any given date, long-range in- 
vestment objectives can be pursued with- 
out undue emphasis upon market condi- 
tions of a temporary nature which arise 
from time to time. Investment results over 
a period of time, or during the life of the 
fund, are much more important than the 
experience for a single year, or for any 
specific short period. 


POLICIES AND PROCEDURES 

One word about accounting and reserve 
policies which influence investment proce- 
dures. Bonds are carried at amortized 
cost and other investments at cost. The 
rate of return earned on the book value of 
these assets consists of interest and divi- 


W. C. DUNN was for 12 years connected with the Credit- 
Investment Department of Bankers Trust Company before 
joining the Trust Department of the Mellon National Bank 
& Trust Company, Pittsburgh, Pa., where he supervised 
various trust accounts, principally institutional, such as 
pension trusts and endowment funds. For the past four 
years, as assistant vice president of The Winters National 
Bank and Trust Company, Dayton, Ohio, he has had charge 
of the investments in trust. This talk was given before 
the Dayton Control of Controllers Institute of America. 
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dends minus amortization of bond pre- 
miums and plus the accrual of discounts. 
Realized capital gains are added and real- 
ized capital losses subtracted. This rate of 
return over a period of years determines 
the size of the capital fund required. 

The Treasury Department to date has 
not legally recognized any loss reserve 
accumulated out of income or out of real- 
ized capital gains; in practice this means 
that unrealized appreciation, or paper 
profits in the securities held, represent the 
cushion or investment experience reserve. 

This throws the emphasis upon adopt- 
ing conservative interest and mortality 
assumptions. It may also account in part 
for the fact that pension trusts do not re- 
sort to making private loans to industry 
and that the practice of mortgage lending 
is limited, since it is recognized that the 
sound procedure in managing a portfolio 
of real estate loans is to set aside a regular 
reserve for losses out of current income. 

Obviously there are certain fundamental 
objectives common to all pension trusts 
and while these may be well known to 
many of you, it might be well to mention 
them briefly, One of the most concise 
statements outlining these objectives was 
made by Mr. J. D. Lockton, treasurer of 
General Electric, in an address in San 
Francisco on May 5, 1952, as follows: 


INVESTMENT PATTERN 


“It should be remembered that the na- 
ture of pension funds permits, or requires, 
a unique investment pattern. This nature 
is best explained by an illustration. To 
determine the rate of accumulation nec- 
essary to provide a given amount of pen- 
sion for an individual at age 65, it is nec- 
essary to know his age in order to know 
the number of years of contributions; his 
life expectancy at age 65, in order to know 
how long the pension must be paid; the 
assumed earnings rate of the fund; and 
the percentage of similar individuals pres- 
ently employed who will still be employed 
at age 65. Let us assume that our individ- 
ual employe is 25 years of age, which 
gives us 40 years of accumulation, that his 
life expectancy at 65 is 14.4 years, that an 
earnings rate of 214° can be used with 
conservatism and that there will be a 30% 
shrinkage in number of like employes at 
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age 65. At his retirement date, it will be 
necessary to have a principal amount of 
$11,555 to pay him a pension of $1,000 
a year for the remainder of his life. This 
would require annual contributions to the 
fund of $171.43 on an even basis except 
for the shrinkage factor which would per- 
mit 30% reduction in this amount, bring- 
ing the annual cost down to $120.00. 

“This illustration points up the unique- 
ness in pension trust investing, in that 
(1) considerable liquidity is provided by 
the constant flow of new money which 
must be invested. It is easy to vary the 
relative importance of types of invest- 
ments by merely directing the investment 
of this new money in a different way. In 
this respect there is some similarity with 
open-end investment companies; but (2) 
the market value of the portfolio in rela- 
tion to cost is not of prime importance 
in pension trusts since, with a continuing 
parent company, there should not be any 
necessity for liquidation of securities to 
obtain funds, and this is quite dissimilar 
to the position of open-end investment 
companies. In theory, both principal and 
income of a pension trust are available 
for the payment of benefits. Actually, 
however, the fund is built up over a pe- 
riod of many years during which the ac- 
cumulations greatly exceed the amounts 
being currently disbursed, until a point 
is finally reached where the income on in- 
vestments plus the company's annual con- 
tributions should be just about equal to 
the outgo for pensions. The growth of 
the country and of industry, however, 
keeps putting that eventual date back- 
ward and I do not know of any large pen- 
sion trust which has fully funded the 
company’s pension plan. For all practical 
purposes, therefore, sales are confined to 
switches to better investments.” 

So much, then, for the basic investment 
requirements which apply broadly to all 
pension funds. 


GROWTH OF PLANS 

Before coming to the matter of the 
types of securities most generally used, it 
would perhaps be advisable to comment 
on the growth of pension plans and the 
aggregate size of their investments an- 
nually. The rate of growth of large in- 
dustrial pension plans was greatly en- 
hanced by the decision on September 
10, 1949 of the Steel Industry Board. The 
Board at that time disapproved a direct 
increase in wages but endorsed the estab- 
lishment of private pension plans to sup- 
plement the Federal Old Age and Sur- 
vivors system. This stimulated a further 
spread of pension provisions to large 
numbers of hourly paid industrial work- 
ers who had not been covered previously. 
In this connection, to quote again from 
Mr. Lockton: 

“There have been a number of studies 
of the meager data available on pension 
trust investments, the consensus of which 


is that employe and employer contribu- 
tions may be running currently at an an- 
nual rate of from $2 to $214 billion. Al- 
most half of this amount is paid out in 
the form of pensions or as premiums to 
life insurance companies, leaving an an- 
nual increment available for trust invest- 
ment of from $1 billion to $114 billion. I 
know of one estimate as high as $114 
billion, but this seems to me to be too 
high. Surely, however, any figure in this 
range, while large, is not too astronomical 
an amount for which to find suitable in- 
vestment opportunities! Furthermore, the 
amount is not likely to increase at a very 
rapid rate. 

“The greatest growth in industrial pen- 
sion funds has come during the past four 
years, in a defense economy, with labor 
in the saddle, because of its scarcity and 
alliance with the Government, and with 
high taxes minimizing the cost and large 
government contracts helping to provide 
the funds. A growth of perhaps $500 
million a year in the annual rate of con- 
tributions to pension funds has come since 
mid-1949. The conditions which made 
this substantial increase possible are not 
likely to obtain forever. 

“Furthermore, pension plans are now 
tirmly established in those parts of the in- 
dustrial field where they are most appli- 
cable and the spread of new pension plans 
can be expected to be much slower hence- 
forth. There will be a continuing normal 
growth in existing plans, however, and 
the cumulative effect of their continued 
new moncy investment will be important.” 

To summarize generally, it is estimated 
that the rate of growth in pension funds 
other than those operated by the Federal 
Government, has been running currently 
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as high as $3 billion per year of which 
$800 million is accounted for by state 
and local funds, $1 billion by insured 
plans, leaving $1.2 billion for the trusteed 
plans of corporations. In the case of in- 
sured plans, as differentiated from the 
pence plan, the investment of such 
funds is merged with the other opera- 
tions of the life insurance companies and, 
accordingly, these investments enlarge the 
total resources of the insurance companies. 


EFFECT ON MARKETS 

The question is often asked as to 
whether this sizeable pool of buying 
power may have any marked effect upon 
the bond and stock markets and also 
whether there is an ample supply of the 
various types of securities from which to 
choose in making the proper investments 
It is probable that the matter of the effect 
on the markets has been exaggerated in 
the popular mind. It appears that with the 
growth of the country and the expansion 
of our leading companies, the huge 
amount of financing required provides an 
ample flow into the market of new securi- 
ties thereby increasing the total supply 
year by year. It has been estimated that 
during 1951 as much as two-thirds of the 
volume of new obligations was placed di- 
rectly with institutional investors and 
there are many other evidences of tailor 
ing security offerings to the needs of the 
institutional buyer. 

In the early stages of the establishment 
of pension plans the purchase of U. S. 
Government bonds predominated ; in fact 
many portfolios originally consisted solely 
of these obligations. In general, this is not 
the case today. It might be well to men 
tion again that there is no uniformity 
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among these trusts as to the classification 
of their investments. Mr. Lockton pointed 
out that he had recently attended a num- 
ber of mectings of the investment man- 
agers of various pension trusts. Present at 
one of these meetings, there were as many 
as 50 corporation treasurers or portfolio 
managers and from discussions of this sort 
the wide variance of investment policy 
was very apparent. For instance, portfolios 
ranged from 100% of the common stock 
in the parent company to 100 in high 
grade bonds, In the main, it is probably 
true that the majority of portfolios adopt 
a middle-of-the-road policy and are com- 
prised of bends, a moderate proportion of 
common stocks, if any, and a rather small 
amount of preferred stocks. In the aggre- 
gate, by = the largest commitments 
would consist of corporate and Govern- 
ment bonds. 

While there is no way to arrive at exact 
percentages Mr. Roger F. Murray, Vice 
President of the Economics Department 
of Bankers Trust Company, New York, 
using the $3 billion rate of growth figure, 
indicates a probable classification as fol- 
lows: 


Public Securities 25% 
Corporate Bonds AS% 
Mortgages and Real Estate 20% 


Preferred & Common Stocks 10% 


100% 


This, of course, reflects the broad cross 
section and, like all average figures, is apt 
to be misleading as to many individual 
yortfolios. Nor could this classification 
* considered as ideal for any particular 
trust. Those with which I have had most 
experience would probably show a_per- 
centage of common stocks running as high 
as 20%, or more, preferred stocks less 
than 10°, and little if any re presentation 
in mortgages and real estate. 


G.E. PENSION TRUST 

In this connection it would perhaps be 
interesting to examine the General Elec- 
tric Pension Trust which operates under 
a self-administered plan, This Trust was 


formed in 1912 on a noncontributory basis 
but was later transformed to a contribu- 
tory plan. Currently its assets amount to 
about $365 million and it is growing at 
the rate of over $60 million a year. The 
nature of the investments of this trust has 
also been changed over the years and a 
substantial revision in the whole plan was 
effected in October 1946. Operation on 
the present basis originated at that time 
and the trust commenced with an all Gov- 
ernment bond portfolio; also the Trust at 
that time limited its investments to securi- 
ties eligible for investment by New York 
State insurance companies. 

Early in 1950 a program involving the 
purchase of common stocks was adopted. 
Currently U. S. Government securities 
amount to only 19 of the total portfolio 
with the largest representation in high 
grade corporate bonds. The Government 
securities yield about 2.259% with an aver- 
age life to call date of 12 years, whereas 
the corporate bonds yield 2.91% at cost 
with an average life of 1714 years to call 
date. The rather low yield from the cor- 
porate bonds results not only from the 
medium term length of maturities but also 
because a large number of switches from 
U. S. Government bonds were made in 
1948, a year when the pattern of money 
rates provided rather low yields. The cor- 
porate bonds are divided as follows: 


Public Utilities 59% 
Industrials 21% 
Finance Companies 11% 
Equipment Trusts 9% 

100% 


So far as I know this Trust has not in- 
vested in the real estate mortgage field 
and Mr. Lockton’s comment on this is sig- 
nificant. He stated: 

“It is possible today for a pension trust 
even as large as ours to find sufficient in- 
vestment opportunities which can be han- 
dled with a relatively small staff to make 
it unnecessary to go into mortgages, un- 
less there is a substantial yield advantage. 
In today's market, we do not believe we 
could obtain much more than a net of 


INTELLECTUAL COURAGE 

We never select a man for what he knows. It ts his ca- 
pacity to learn that excites me, and particularly his capacity 
to learn that which he knows nothing about. If he is to be 
a leader he will spend most of his mature life doing things 
for which he is not specially trained, and to be effective he 
must have the intellectual courage and facility to have a go 
at any problem, no matter how strange. 


From "A Creed for Free Enterprise” by CLARENCE B. 
RANDALL, President, Inland Steel Company, Chicago, Ul. 
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314% on government-guaranteed mort- 
gages and would then have to incur con- 
siderable home office expense in their 
administration. haver't purchased 
mortgages, therefore, although the time 
may come when it will be advisable to do 
so or to go into the sale and lease-back of 
real estate, particularly if the tax situation 
still makes this type of investment ad- 
vantageous.”’ 


COMMON STOCK POLICY 

I think most interesting of all is this 
Trust's policy regarding common stocks. 
It is my understanding that since early in 
1950, it has been following what is 
termed a dollar-averaging policy in the 
purchase of equities. In simple language 
this means that, generally speaking, as 
each contribution is received a certain 
proportion is invested in selected com- 
mon stocks. I believe, in the case of Gen- 
eral Electric, this proportion has been 
about one-third. I assume there ts a care- 
fully considered plan as to the propor- 
tionate size of each commitment in che 
stocks of the leading companies in the 
various industries. For instance, upon re- 
ceipt of the funds contributed periodically, 
a certain amount may be invested in lead- 
ing oil stocks and even though at times 
these stocks may be higher than at other 
times an average price is attained in this 
way. Also, generally speaking, common 
stock purchases would be accelerated in 
the event of a substantial decline in the 
market. Regarding this policy, Mr. Lock- 
ton stated 

“The eventual common stock compo- 
nent of the portfolio has not yet been de- 
termined but will not be less than 20% 
and might be as high as 30%. The dis- 
tribution of the common stock investments 
is roughly in accordance with the follow- 
ing pattern: 


Oils 18% 
Chemicals 16% 
Utilities 13% 
Autos and Accessories 8% 
Retail Trade 8% 
Food 7% 
Building 5% 
Banks and Insurance 5% 
Tobaccos 4% 
Agriculture 3% 
Containers 3% 
Nonferrous Metals 3% 
Steels 3% 
Drugs 2% 
Office Equipment 270 
100% 


“There are about 70 stocks on the list 
approved for purchase and purchases are 
made selectively of whichever issues seem 
to be the lowest priced cach week. You 
will note that 34° of these assets are in 
chemicals and oils. The aggregate gs 
on common stock investments is 5.840% 


(Continued on page 170) 
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Here is an entirely new CCH Reporter on state and local sales and use taxation. 
Backed by years of publishing experience in this increasingly complicated field, CCH's new 
All-State Sales Tax Reports, in two loose leaf Volumes, brings together all of the ins-and- 
outs of every current sales and use tax—both state and local. 


Suggestive of the thoughtful treatment featured throughout the Volumes is the special 
Introductory section. Here is surveyed the whole broad field of state and local sales and 
use taxes with pointed analysis of the profusion of problems and sharp angles apt to be 
encountered under widely diverse taxing systems. Clearly-phrased questions and answers 
pose and resolve workaday puzzlers. Answers in each case are solidly based on the con- 
trolling law and principles. 


Interstate Shipments Simplified 
Especially noteworthy is the workmanlike discussion of ‘‘Interstate Shipments'’. Here 
again the question-and-answer technique simplifies explanation of complex interstate taxing 
situations. Included as well are relevant decisions of the U. S. Supreme Court, and an out- 
line of the regulations and rulings of each state is handy for ‘‘localizing’’ general com- 
mentaries. 


Law And Regulations In Full Text 
Most important to the busy Tax Man, perhaps, is the inclusion in place in these two 
Volumes of the full official text of every currently effective state sales and use tax statute. 
Similarly, all official state regulations under these statutes appear in full text. Alphabetically 
arranged by state name, and divided into appropriate sections by plainly-titled tab guides, 
the law and regulations of any state are located in a split second. 


“Reports” Keep Everything Up To Date 
Best of all, the regular issues of the ‘‘Reports'’ themselves keep the Volumes constantly 
up to date. On loose leaf pages, these ‘‘Reports'’ rush to subscribers new laws, amendments, 
regulations, rulings, important court decisions and related official releases. Everything is in- 
dexed and explained—ready for immediate use and insertion in place in the Volumes. 
Unusually rapid reporting, combined with utmost accuracy, is assured through CCH's extra- 
ordinary facilities in all state capitols. 


Your Subscription is Invited—Write for Further Details 


COMMERCE, CLEARING, HOUSE, .INC.. 


PUBLISHERS OF TOPICAL LAW REPORTS 


214 N. MICHIGAN Ave. 522 FirtH Ave. 1329 E Syreer. N. Ww. 
Cwicaco 1 New Yorn 36 WASHINGTON 4 
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EMPHASIS ON BONDS 

It may be noted that in this particular 
Trust only bonds of high grade character 
are used and there are virtually no pre- 
ferred stocks. Mr. Lockton’s comments 
on this policy are clear and to the point: 

“Our reasoning here is that our com 
mon stock component provides the addi 
tional yield which would otherwise hav« 
to be obtained from second-grade bonds 
and we might well, therefore, stick to top 
grade bonds, as we have. The maturities 
of the bonds purchased are not of great 
importance to us except that we like the 
portfolio to be staggered sufhiciently so 
that we do not have to make unduly large 
reinvestments in any one period, A year 
or so ago when bonds were very high in 
price, we favored the shortest maturities 
which would give us the desired yield and 
today we are quite willing to take con 
siderably longer maturities but our present 
average maturity is a happenstanc 

Said he: 

“You probably also might question the 
absence of preferred stocks. We have not 
felt that they were a good investment at 
the market prices obtaining since we de 
parted from an all-bond portfolio. They 
are a hybrid security; they do not yield 
enough more than bonds; and they have 
no fixed maturity as insurance against 
possible decline in market value. We feel 
they should only be oes in periods 
of relatively low markets, if at all.” 


SOME QUESTIONS 

With this background and data regard 
ing the characteristics Of pension trusts, it 
seems obvious that the fundamental in 
vestment problems are embodied in ques 


tions such as these: 
What proportion of the total fund 


thould be comprised of Government 
bonds, corporate bonds, and of stocks? 

If common stocks are to be purchased, 
which stocks and in what relative amounts 7 

There are, of course, no categorical an- 
swers to these questions which would ap- 
rly to all pension trusts since they must 
ts worked out in each individual case by 
the trustees in conformity with the broad 
policies of the —_— represented. Of 
course, much depends upon economic con- 
ditions and outlook which are constantly 
changing. 

To illustrate more specifically: Since 
bonds represent the largest investment in 
the aggregate, it would be well to keep 
in mind that the highest grade corporate 
bonds are affected more by money rates 
than by corporate earnings as, of course, 
are Government bonds. A study of eco- 
nomic history shows that broad changes 
in money rates which affect bond prices 
usually occur in long cycles. For example, 
in recent years Money fates reached their 
lowest level and, correspondingly, high 
grade bond prices reached their peak in 
the spring of 1946, At that time U. S. Gov- 
ernment 214° bonds maturing in 1972 
sold as high as 106, Today this same issue 
is selling around 97 and has been as low 
as 95, in 1952. This, of course, means 
that $1 million invested in these bonds at 
around 106 have declined roughly ten 
points, or $100,000 in value. 

However, we should also keep in mind 
that such a holding would not necessarily 
be sold and that at maturity 100 cents on 
the dollar will be realized. High grade 
corporate bonds are affected in much the 
same way by changes in money rates al- 
though they usually sell to produce a some- 
what higher yield. 

In this connection the spread between 
the yields from Government bonds and 
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high grade corporate bonds varies and 
when this spread widens, an opportunity 
is provided to increase corporate bonds 
vis-a-vis Governments. The highest qual- 
ity preferred stocks are affected in greater 
degree by the swings in money rates since 
they have no maturity. National Biscuit 
7% preferred, which sold up to 20514 in 
1946, is currently quoted around 172, but 
sold as low this year as 161 and a fraction. 
Thus, 100 shares purchased at the high 

int would show a loss of $4,400 at the 
ow this year which is a decline of almost 
22%. This company has been earning con- 
sistently from ten to twelve times its pre- 
ferred dividend so that this price adjust- 
ment can be attributed mainly to the chang- 
ing pattern of money rates. In the case of 
the Government bond commitment cited 
above, the decline in the same period of 
time amounted to only around 914,90. We 
might say here that preferred stocks which 
are convertible into common stocks often 
move contrary to interest rates because they 
are subject to other influences such as 
growth reflected in the common stocks. 
However, the number of issues of suitable 
available is limited and therefore 
this medium cannot be used to any appreci- 
able extent. 


TWO INVESTMENT METHODS 


Before turning again to the question of 
common stocks, it might be of interest to 
mention two methods which can be em. 
ployed in the investment in bonds to par- 
tially offset the changes in money rates 
which occur over a period of time. First, 
the constant inflow of funds to the pen 
sion trust each year can be invested at the 
time of their receipt at the going rate, so 
that over the years, commitments are made 
at various levels which tend to average out. 
Secondly, some investment managers stag- 
ger their bond maturities in order that a 
certain amount of funds so invested will 
fall due each year thereby facilitating re 
investment in regular succeeding periods 
at the going rate then prevailing. 

In the past few years there has been a 
considerable increase in the use of com 
mon stocks for conservative investment. 
No doubt the inflationary trend, which has 
been so predominant during the last ten 
years, has been a basic reason for this, but 
it should also be noted that in many states 
the laws covering investment restrictions 
for legal trusts have been widened to per- 
mit some proportion of investment in 
equities. The New York State law now 
permits up to 35 in common stocks and 
the widening of these restrictions has also 
played an important part in the changing 
attitude toward equity investments. 

There ts no need to stress the sharp fluc 
tuations that occur in the prices of our very 
best common stocks. The range between 
the high and low over a period of years of 
any average you might care to use is indic- 
ative of this. Even with the increased use 
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Building and Maintaining a Successful Organization 


Bruce Payne 


HE HARRIED EXPRESSION and the wor- 

ried look are rapidly becoming the hall- 
marks of the American executive; the 
heart attack his greatest fear. And yet, this 
need not be so. 

Ask an executive why he rushes and 
worries, and, like the Red Queen in “ Alice 
in Wonderland,’ he will tell you that, 
under today’s emergencies, laws, prices, 
taxes, and competition, he must run as fast 
as he can, just to stay in the same place. He 
will mention such new problems as ex- 
tremely rapid company expansion to mect 
defense and civilian needs; the opening of 
new foreign markets and foreign plants: 
and the need for new sales and eelaction 
ideas. 

Still, despite all of these problems, it is 
not only possible to build a sound company 
foundation for future profits, but to do it 
without increasing the load of the indi- 
vidual executive. As a matter of fact, de- 
creasing the executive load—without in- 
creasing the size of the top management 
staff—can and should be one of the major 
results of this effort. 

Does that sound impossible? Many 
companies have already accomplished this 
objective. Here is just one example: 

Analysis of a large — manufac- 
turing auto parts revealed these major 
problems: 

1. Looking ahead a few years, retirement 
would remove several key executives 
leaving serious weak spots. 

The turnover of junior executives was 
high. 

. Many of the executives were seriously 

overworked. 

There was no adequate measure of 
performance, either for executives or 
for production-line personnel. 


The chief executive of the company, rec- 
ognizing that such weaknesses had de- 
veloped, was anxious to tighten up his or- 
ganization before serious trouble occurred. 
He was in a fast-moving business, and he 
knew he had to have an effective organiza- 
tion to meet and stay ahead of competi- 
tion. 

As the result of a complete management 
study, we found the underlying causes for 
the difficulties the chief executive knew 


existed, but had not been able to pin down. 
Among the sources of trouble were these: 


1. Though the company's objectives had 
changed markedly in a short period of 
time, the duties and responsibilities of 
the individual executives had not been 
changed. 

. The company had expanded sales and 
therefore production, but production 
methods had remained on a jobbing 
small-lot, high-inventory basis. New 
methods of straight line conveyor pro- 
duction had not been tried, so costs 
were higher than they should have 
been. 

3. Several junior executives had devel- 
oped real ability over the last few years, 
but had little opportunity to work in 
areas of greater responsibility. 

There were clashes of personality be- 
cause not all executives knew what 
their jobs really were. 


Once the weak areas had been deter- 
mined, it was possible to gradually tighten 
up on the effectiveness of the organization. 
Duties and responsibilities of all executives 
were brought in line with company objec- 
tives. The work of each executive was 
studied so that each man was made as effec- 
tive as possible. Junior executives were 
given more responsibilities where they 
qualified. A development program was 
worked out so all executives could look 
ahead to an interesting career. 


This has been a determined effort with 
follow-through. Periodic checks over the 
last four years have made sure that the or- 
ganization is maintained and improved on 
a continuing basis. The company has al- 
ways been the leader in its field, but there 
is NOW NO question in anyone's mind that 
it has moved further in front of competi- 
tion and will stay the leader. 

This company now has modern methods 
and the flexibility to anticipate change, 
plus reserve power to meet new develop- 
ments. Its executives form a competent 
team, operating at top effectiveness. 


FIRST, THE SURVEY 

The first step in preparing any company 
to meet today’s ever-changing problems is 
a thorough survey and study of the situa- 
tion as it now exists. 


What are the company’s objectives 
what does it want to accomplish in terms of 
production? Sales? Profits? Expansion? De- 
velopment of new products? 

Who are the people who must accomplish 
these objectives? How many executives are 
there today? What do they do? W hat should 
they do? How old are they? Who are their 
potential replacements? 


With this information at hand, the real 
effort to improve company organization 
can begin. It involves setting up a work- 


BRUCE PAYNE, president and director of Bruce Payne & 
Associates, Inc., management consultants, Westport, Conn., 
began his business career in 1935 with the Republic Steel 
Corporation. He is national executive vice president of 
the Society for Advancement of Management, chairman of 
the Committee on the Rating of Time Studies. He has been 
active in Harvard Business Administration School affairs, 
having been national president of the Association last 
year. He is also president of Bruce Payne & Associates 
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able organization plan; defining the duties 
and responsibilities of each department 
and cach executive; and developing a 
method for measuring executive perform. 
ance, 

This may sound easy, but achieving each 
of these goals calls for a great deal of pains 
taking work and careful consideration. 
Like a tree which has been growing in the 
wrong direction, a company cannot just 
be pushed back on the right path, it must 
be reorganized and retrained 

In performing management surveys, it 
is necessary to consider a great many differ- 
ent factors —far too many to cover in a 
single paper. A few of the more important 
ones are discussed enough, we hope, 
to indicate the scope of the problems in 
volved, and the need for an independent, 
objective approach to them, 


EXECUTIVE FUNCTIONS 

As we have said, American executives 
are becoming the most overworked and 
harassed group of men in history. And 
this is not necessary. When a company ts 
properly organized, and executive func 
tions correctly apportioned, the overload 
can be almost completely eliminated with- 
out increasing the executive staff 

One management study after another 
has proven that a major cause of the over- 
load is that executives are spending a large 
proportion of their time on “nonexecutive 
functions’ — jobs which can and should be 
performed by other employes. Department 
heads are doing things clerks could do 
better; vice presidents tinker with the pro- 
duction problems that rightfully belong to 
the engineers; presidents are usurping the 
duties of accountants. Dozens of examples 
could be cited. For instance: 

The president of a large company was 
complaining not long ago about being over- 
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loaded with work when the telephone rang. 
It was one of his plant managers in another 
city asking if that plant should continue the 
small contribution to the Community Fund 
that had heen the custom for some years. 
They discussed it for 15 minutes. Was ut 
worth the time? It was not. The president 
simply did not know how to delegate au- 
thority. 


Some executives fail to adjust to a 
change in the size of their business or of 
their own responsibilities. They find it 
difficult, as they assume more authority, to 
delegate specific duties to others. The 
president of a metal working firm provides 
an example: 


When the frm was young and small the 
president adopted the habit of signing all 
checks. As the firm grew and prospered, he 
continued the practice until it became a 
five-hour job every Friday—uwriting his 
name at top speed and literally not knowing 
what he was signing. Not until he had to 
delay an unexpected important trip to the 
West Coast—because if he went there 
would be no payroll—did he put that job 
out where it belonged in the treasurer's office. 

Then there i the executive who cannot 
resist the mail. Every letter receives his per- 
sonal atiention. Yet many of them—-most 
of them—could be handled by an assistant, 
hy his secretary, or even by a clerk. He 
should never even see most of the mail—or 
see it only on a sampling basis, 


Many times an intelligent but overcager 
executive will take unto himself duties 
which are not rightfully his and which he 
may not be able to fulfill at a later date. 
Here ts an example: 

The controller of an electronics manufac- 
turer had a well-staffed organization that 
was eager to do any and all kinds of serv- 
ice work. As a result of this eagerness, the 
manager of tabulating had taken unto him- 
self the record-keeping as well as the opera- 
tions of many of the employe services such 
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as Blue Cross, insurance, vacations, leaves 
of absence, etc. The records were extremely 
accurate, but were not available for the per- 
sonnel manager when one of the questions 
might come up. Furthermore, by saddling 
himself with so many extra functions, the 
manager of tabulating was unable to keep 
pace with his regular work. One pay increase 
uhich had been negotiated with the Union 
was more than three months in getting into 
the pay envelope. 


Thus, an important step in building a 
good executive organization is making 
sure the jobs to be done by executives are 
management jobs. This may seem obvious, 
but surprisingly many executives are com- 
pletely unaware of the nonessential and 
detail work done by them which should 
either be eliminated or be performed by 
others. 

How can one decide what an executive 
should delegate to others and what is a 
function suitable for him to perform ? 

Actually, the decision is not difficult. A 
man making an annual salary of $40,000 
is being paid $20 an hour. What letters 
and what decisions will still be profitable 
if that much money is spent in handling 
them ? 

Going back to the donation situation for 
instance, a small contribution certainly is 
not worth consideration by a $40,000-a- 
year man, for an hour or even a half hour 

just on the basis of plain mathematics, 
let alone two men and the telephone being 
tied up. 

One company which recently surveyed 
the jobs of its executives found that they 
were spending more than half of their 
time on nonmanagerial duties. 


In another company, after the president 
retived, the executive vice president died, 
and the plant superintendent had to go on a 
part-time schedule because of health—all in 
a few months. The new top executives, pro- 
moted from within, found themselves work- 
ing 14 10 16 hours a day, seven days a week, 
and getting mired deeper and deeper. A 
study of every executive's job found that 
many of the functions could be passed to 
lower echelons or made less demanding. 
Eighteen months later output had doubled 
and costs were down. Yet no new executives 
had heen added and the top executives were 
able to work a normal work week. 


There is no secret to discovering the 
nonmanagement functions performed by 
an executive. A complete and detailed list 
of what he does, a careful check on the 
various items, a shifting to others of less 
important functions and the executive will 
have more time, a cleaner desk, and less 
strain. He will also have a much sharper 
view of his primary job. 


TRAINING PROGRAM FOR EXECUTIVES 

Perhaps some executives are “born.” 
But most have to be “made.” They need 
training in effective methods of leadership, 
and in coordination of the work of others. 


(Continued on page 174) 


: 
| 
172 


The Olivetti Fully Automatic Print- 
ing Calculator offers these im portant 
advantages: a permanent record of 
all caleulations and results on the 
printed tape; the features of a fully 
automatic calculator combined with 
high-speed, high-capacity adding, 
subtracting and listing; automatic 
credit balance and combined-opera- 
tions features; no specialized opera- 
tors required. These, plus versatility 
and trouble-free dependability, make 
ita profitable investment for most 
large and small businesses.+ 


Since its founding in 1908, Olivetti 
has become Europe's largest manu- 
facturer of office machinery, with 
plants in Italy, Spain, Scotland, 


Argentina and South Africa, Now 
420 dealers in the United States 
serve more than 7 500 businesses 
using the Olivetti Fully Automatic 
Caleulating Machine. For informa- 
tion on Olivetti products available in 
the U.S. and a demonstration on 
your own figure work, write to the 
Olivetti Corporation of America, 
Department Fifth Avenue, 
New York 36, N.Y. 
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A “school for policy makers” may secm 
strange. But, it is needed in most com- 
panies, in every kind of business and in- 
dustry. It is the best way to help key men 
to discover, without friction, hard feeling 
and resentment, exactly where their re- 
sponsibilities begin and end. And perhaps 
more important, they come to know the 
scope of their fellow executives’ duties. 

An executive training course 1s particu- 
larly important for men entering the ex- 
ecutive group—like technicians who are 
promoted to the executive staff. 

The case method has been successfully 
used in executive training programs. Ex- 
ecutives on the same level are carefully 
chosen for each class, and are given the 
complete background and objectives of 
the training in advance; ‘sold’ on the 
idea, in fact, since they are apt not to be 
caper at first. A trained leader, usually 
from outside the company, is found to 
conduct the discussions. The cases are 
built up from actual situations then con- 
fronting the company or apt to confront it 
in the near future. Best results are ob- 
tained by holding sessions for several con- 
secutive days in a classroom away from the 
plant. Only then can the “students” get 
into the spirit of the training, away from 
the press of everyday work, 

Companies which have tried the case 
method have been enthusiastic. The “ grad- 
uates’” for the most part agree that their 
horizons have been broadened ; their sim- 
pathies enlarged by looking at the other 
fellow's point of view. They have a new 
sense of the importance of persuading 
people to work with them rather than for 
them. 

Here is an example of the case method 
of instruction, as applied to industrial re- 
lations: 


The workers of a midwestern manufac- 
turer had been organized by a militant union 


and all levels of management were faced 
with completely new responsibilities. Al- 
though copies of the contract had been dis- 
tributed and interpretations had been made, 
there was considerable misunderstanding be- 
tween stewards and certain executives. The 
director of labor relations instituted a course 
for all executive personnel. 

The outstanding and best training medium 
was ave-enactment of a grievance which had 
gone through to the third step of the griev- 
ance procedure. This was a case which the 
Union had won and which was generally 
misunderstood by management. By partict- 
pating in actual “role-playing” the execu- 
tives were able to get the feeling of the origi- 
nal participants and making their own de- 
terminations from the contract were better 
able to understand the decision. In their ap- 
preciation for the contract 
and for the human relations involved, the 
executives were then able to continue to 
improve production methods and employe 
output. 


There are many formal training courses 
which are given to executives by universi- 
ties and colleges.* One such course is the 
Advanced Management Program of the 
Harvard Business School. This course, 
which lasts for thirteen weeks, has been 
eminently successful as judged by the 
number of companies who continue to 
send executives a training. But in-plant 
training is equally important. 


EXECUTIVE AUTHORITY 

This is one of the most critical and least 
understood areas of management. We all 
know frustrated executives who have been 
given a job to do without the proper au- 
thority to follow through. The man or- 
dered to build up sales volume and _re- 
fused an advertising appropriation; the 
controller ordered to set up new cost con- 


* See Allison V. MacCullough, “Executive 


Development Facilities,” THe CONTROLLER, 
March 1953, pp. 117-119 


“Listen, Chief—at six bucks a week | can afford to 
tell you it's old, corny and was very badly told!” 


trols who can't hire a clerk; the harassed 
production executive who can’t replace ob- 
solete machinery. Proper and full delega- 
tion of authority is the key to an execu- 
tive’s success. 

Most executives think they know how 
important clear authorization is; but few 
achieve it without help. 


In one company, a junior executive was 
asked to examine the methods and install 
modern techniques in five operating depart- 
ments for which he was responsible. He 
surveyed, analyzed, and drew up an excel- 
lent blueprint. The department heads—for- 
midable characters in this company—re- 
cerved no “official” notice to cooperate. The 
junior executive was given no authority to 
insist so the department chiefs quite courte- 
ously ignored his recommendations. A year's 
work was wasted. 


An executive will have the authority he 
needs to do a proper job only when the 
area of his responsibility has been care. 
fully defined, when the flow of authority 
has been intelligently charted and when 
all executives have been trained in the 
principles of good organization. 

When executives know their jobs and 
take for granted that they will not be ham. 
strung by conflicting commands and ill- 
defined directives, every facet of company 
operation is smoother and easier. 

Delegation of authority must include a 
clear definition of the areas of respons: 
bility. Mere delegation is not enough. Al- 
though authority may be bestowed from 
those above, it must be earned from thos« 
who are supervised. Authority will not be 
recognized by subordinates unless it is de- 
served. 


EXECUTIVE INFORMATION 

In a good organization the lines of com. 
munication are always well defined and 
always open. Executives are fully informed 
of management policy and current deci- 
sions. Free exchange of ideas between 
members of management is accepted prac- 
tice. 

There is an important difference, 
though, between good and open communi- 
cation and just plain talk that gets no- 
where. For example: 


In one Ai Force unit the staff seemed 
unusually dependent on the telephone. The 
urgency of their affairs certainly seemed to 
justify a call to San Francisco for a quick 
fact, a call to Paris for a report, or a call to 
Washington for an opinion. But, actually, 
it was a Symptom of poor communications. 
The routine lines were clogged. The facts 
that should have flowed as written memo- 
randa over officers’ desks as a matter of 
course just didn't get there. 

When the proper paper-flow system was 
set up, the need for most of the telephone 
calls disappeared. The telephone was then 
used effectively only when good communi- 
cations required faster service than the nor- 
mal means would provide. 


But good communications, of course, 
extend far beyond the means of transmit- 
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ting orders. When communication lines 
are truly open, every executive is informed 
immediately of those policy decisions 
which affect his areas of operations. There 
is no more damaging blow to morale than 
to have an executive learn of major 
changes affecting his work through his 
secretary or the office boy. 

How can communications be improved ? 

First, by the right kind of paper work. 
Not by increasing the number of charts 
and reports that circulate, but by making 
each one tell more—and making sure it 
gets to the right people. 

This re-emphasizes the importance of 
establishing management controls based 
upon company objectives. Without such 
controls, paper work is meaningless, and 
communication impossible. 

Second, by setting up a definite system 
whereby each executive receives copies of 
the union contract, important government 
orders, stockholders’ reports, and the like. 

Third, by establishing a real “open 
door’ policy between members of top 
Management. 

Fourth, by timely conterences-——formal 
or informal—backed up by a definite 
agenda. “Just talking” gets nowhere. But 
brief, scheduled-in-advance conferences 
at the top level can accomplish a tremen- 
dous amount. 

As a matter of fact, planned conter- 
ences, with prepared presentations are 
standard practice in some of the best-man- 
aged companies today. We have set uP 
such systems in a number of them. In each 
case, a tremendous improvement in com- 
munications, and saving in time, have been 
achieved. Furthermore, it has been an im- 
portant factor in the development of ex- 
ecutive teamwork. 

Bottlenecks in communications are 
fairly common in many companies. The 
president discusses ideas with the vice 
presidents, and these, in turn, with their 
assistants. But, somewhere along the line, 
communications stop. The working em- 
ployes never receive information they 
need. This type of block is very difficult to 
uncover from within. At best, the execu- 
tive who tries to uncover it is suspected 
of “spying.” But an outside consultant, 
able to move freely through the various 
levels of management, can find and cure 
such difficulties easily. 


For instance, in one multi-plant company 
which we surveyed, communications ap- 
peared to be very good—-in all except three 
plants. Why? The man who was responsible 
for supervision of all three was jealous and 
afraid of his subordinate managers. Un- 
consciously, perhaps, he wanted all ideas to 
be his. And so, perhaps without meaning to, 
he became a bottleneck. Only through a 
sertous discussion with him, and a rear- 
rangement of organization procedure, was 
the situation relieved. 


One further point: Communications 


should always be considered as a two-way 
street. It is just as important for top man- 
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agement to receive ideas as to distribute 
them. And a good system for “shipping” 
ideas does not necessarily bring with it a 
good system for ‘‘receiving.’” But, when a 
company 1s properly organized, and areas 
of responsibility are clear, two-way com- 
munication ts easy to achieve. 


In one company, for instance, the prest- 
dent was very careful to inform his execu- 
tives of changing plans and ideas. But this 
distribution of knowledge did not seem to 
lead to positive action by the various execu- 
tives involved, And it did not bring ideas up 
from the other executives to the president. 


This was one of the points the president 
mentioned when arranging a management 
survey. We found the cause of the diff. 
culty early in our study: 


The executives heard and noted the in- 
formation given by the president. However, 
because areas of responsibility were so 
poorly defined, no one knew who was sup- 
posed to act on this information. And, as 
frequently happens, either two executives 
took opposing actions which cancelled each 
other out, or no one did anything at all. 

When the organization plan had been 
improved, and lines of authority and re 
sponsibility clarified, executives immediately 
began to act on the president's suggestions, 
and to contribute neuw—and good —ideas of 
their own. 


EXECUTIVE STANDARDS 
AND INCENTIVES 

Standards and incentives for plant 
workers have become fairly common prac- 
tice in American industry as a means of 
increasing production, It is difficult to un 
derstand how accomplishment can be meas- 
ured unless there are standards of some 
sort. Yet only a few companies have well 
defined standards of performance for ex- 
ecutives, and executive incentive programs 
based upon precise standards are even 
more rare. 

Yet it is possible to establish realistic 
performance standards for executives. For 
example, standards can be based upon the 
operating budgets for key personnel. A 
sales budget, established by careful market 
analysis will determine the sales volum¢ 
and profit objectives the sales manager 
must achieve. The sales budget wall assist 
the sales manager in planning and in mont- 
toring his sales costs. The standard for the 
sales manager is his sales budget and the 
measurement of sales results against this 
standard is the measurement of his per 
formance. 

Before standards of executive perform- 
ance can be established, all the other fac- 
tors of sound organization must be in 
operation. No executive can be judged 
fairly if he is overburdened with non 
management functions ; if he does not have 
adequate authority, or if he is not properly 
trained in leadership and technical know- 
how. Given these, standards can and 
should be developed and compensation 

(Continued on page 197) 
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The Case Against EPT 

Ten reasons why the Excess Profits Tax is bad for 
America were presented in a recent advertisement by N. W. 
Ayer & Son, Inc., Philadelphia. The advertisement, 
eleventh in a monthly series, declared that “it is our sincere 
belief that the most vicious factor in this country today is 
the harm done to small and growing businesses-—and 
their customers—by the so-called Excess Profits Tax, which 
is really an excess tax on fair profits.” 

The ten reasons follow: 


It encourages waste. 

It forces small and growing businesses into debt. 

It destroys the value of money. 

It weakens the ability of a business to resist economic 
recession, 

It slows down the introduction of new and better 
labor-saving machinery (eventually blocking the rise 
of wages). 

It limits the growth of production, both for civilian 
and defense purposes. 

It tends to interfere with the natural growth and im- 
provement of the standard of living. 

It fosters monopoly—small businesses can't reach a 
ize to compete because they can't use their earnings 
for growth. 

It ruins the whole idea of an “expanding economy.” 

It destroys incentive. 


Corporate controllers and financial officers may wish to 
consider further circulation of this concise analysis. 


Paying the President 

Before a corporation can pay its president a salary of 
$100,000 annually, it should be earning profits of $61, mil- 
lion. This represents the standard pattern for compensation 
of presidents of both small and large corporations, accord- 
ing to a recent study by the Wolf Management Engineering 
Company, Chicago. Believed to be the first composite pic- 
ture on presidents’ salaries, the study represents analysis of 
records of more than 85 companies in a wide range of indus- 
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tries and, in addition, an extensive public statistics on com- 
pensation of presidents. 

Some industries are above average in compensation for 
their chief executives, notably steel and iron, textiles, auto 
and truck, retail chains, it is reported, while others have be- 
low average patterns, such as public utilities, oil and gas, 
nonferrous mining and heavy machinery. 

In below average industries any salary of $100,000 de- 
spite the extent of the profits is reported to be a “real rarity” 
while in above average industries, the $100,000 figure for 
presidential compensation is sometimes warranted when 
company profits are at the $31/, million mark. 

Quoting the survey: 


For $50,000 pay, profits must be $1 million. To get the same 
pay in below average industries, you must make $3Vy million. 


For $75,000 pay, profits must run $3V million, for most im- 
dustries, $10 million in the below average paying indus- 
tries and only $2Y, million for above average paying in- 
dustries. 


For $100,000 pay, profits must be approximately $6V mil- 
lion, but only $3Y, million in above average paying in- 
dustries. 


For $125,000 pay, the typical president must produce about 
$13 million in profits with above average industries requir- 
ing but $6 million profits for the same pay. 


For $150,000 pay and more for presidents, the pattern 1s les: 
clear due to the small number of companies paying presi- 
dents this amount. However, ut generally takes $25 million 
m profits for the typical corporation before presidents’ pay 
reaches $150,000, and in above average industries, it take: 
but $12Y, million in profits before a president's pay ex- 
ceeds $150,000. 


The same survey revealed that ‘tax considerations and de- 
sire for incentive plans have led to presidents of large cor- 
porations receiving 30 to 35% of their compensation in 
some form other than salary. Typical compensation of presi- 
dents of large corporations surveyed show the general pat- 
tern of payment to be 65% in salary, 25% in bonus, and 
10% in retirement income. 

Although these percentages hold true for large corpora- 
tions in most industries, the study found that mere size or 
sales volume is seldom a major factor affecting the total com- 
pensation of the top executive. 


Calculating Comment 

How much is 8,645,392,175 multiplied by 8,645,392.- 
175? 

Tackling this multipiication problem recently, a news- 
paperman did it in 12 minutes, a housewife in 9 minutes, and 
an accountant in 4.5 minutes. 

The inventor of a robot brain required 5 minutes, but a 
new computer made by General Electric Company came up 
with the answer in 0.004 seconds. 

Most interesting: only the machine had the answer cor- 
rect. 

The right answer: 74,742,805,859,551,230,625. 

Hope that's right! —PAUL HAASE 
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ABOUT THE BOOK 


CORPORATION GIVING* ts a factual report, with some of its facts brought 


down to 1952, of how corporations in the United States are recognizing in- 


creasingly that efficient social welfare work, education, and research deserve 


a degree of financial support from them, especially in the communities where 


they employ many people. In accepting this principle. corporations have in- 


creased gifts for these purposes from about $30 million in 1936 to more than 


$200 million every year since 1944 and were estimated to exceed $300 million 
in 1952, the year in which this book was published. 


The increase in these totals indicates that company officers and directors are 


taking more active interest in corporate giving and believe that a reasonable 
amount of financial aid also benefits their business in community, employee, 
customer, stockholder and public relations. Data recorded in the book support 
this view. The public and corporate stockholders also approve of corporate 
giving. A broad survey of opinion showed 80 per cent of the general public 
approving corporate giving; 76 per cent of community leaders who own cor- 
porate stocks favoring it. While the effect of tax benefits is not reflected in 


this poll of opinion the book deals thoroughly with that question. 
Mr. Andrews, the author, gathered his facts by querying through the mails 


1200 U.S. corporations ranging in size from small companies—many wholly 


or principally family owned—to the giants. This was reinforced by many 


personal interviews and an opinion survey by an independent agency. Com- 


plete or virtually complete answers were furnished by more than 300 of the 


1200 companies. Partial reports were made by others. Some leaders in Ameri- 


can industry supplied copies of their policies. 


* Condensed by permission from CORPORATION GIVING 6) F. Emerson Andrews. 
Published by Russell Sage Foundation, 505 Park Avenue, New York 22, N. Y. Copyright 1952. $4.50. 
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GIVING 


By F. Emerson Andrews 


PART | 


CORPORATE GIVING 


CHAPTER 1 


The Corporate Citizen 


The Corporation as a Giver 


Making a profit for its stockholders is, of course, the 
primary responsibility of a business corporation. Some 
give nothing to philanthropy, their position being that 
employees, management and stockholders should benefit 
from the business with decision as to support of philan- 
thropy left to those groups as individuals. Most corpo- 
rations, however, do contribute now to a variety of wel- 
fare, health and educational agencies; sometimes in rec- 
ognition of specific benefits for the giving, sometimes on 
more general grounds. 

Especially in recent years the majority of corporation 
financial support has gone to welfare and health as first 
choice, then to education and research, little to religion, 
the agencies for which are supported almost wholly by 
individuals. In making these gifts companies believe 
they may benefit employees, directly or indirectly; that 
improving community facilities may help provide better 
conditions for workers and a more prosperous body of 
customers; education and research will pay off later to 
the contributing corporations; the gifts will strengthen 
acceptance of the companies’ products; gain higher re- 
gard for them and their managers. 


Corporation Giving in the Total Picture 

Gifts from corporations still are not a large propor- 
tion of the total annual receipts of private philanthropy 
in the United States. Those receipts, including income 
from capital, were estimated for 1950 by Russell Sage 
Foundation at $4,471 million of which about 5 per cent 
came from corporations. Although this was a relatively 
small proportion of the total, those corporation gifts 
were a very significant factor, and sometimes the chief 
source of income for the kind of philanthropies to which 
companies generally contribute. 


Some Problems 

Despite the tremendous increase in corporate giving 
since 1936, when federal income tax laws for the first 
time eased the impact of it on corporation treasuries, sev- 
eral urgent problems still are present. Among these 
are- 

Have corporations the legal right, without stock- 

holder consent, to donate corporation funds to causes 


that do not promise direct, commensurate benefits to 
the giving corporations? 

When companies satisfy themselves that they can 
make contributions legally how much in total should 
they give? At what point are the advantages in terms 
of employee relations, customer approval, the general 
well-being of the community, outweighed by possi- 
ble effect of gifts on prices, wages or profits? 

What are the dangers to beneficiaries? Will large 
gifts from corporations discourage individual giving? 
In a depression year what will happen to agencies re- 
lying heavily on corporate gifts which may be reduced 
when the agencies’ needs may be greater than usual? 
What should corporations support? 


What do corporations need by way of internal organ- 
ization to assure competent investigation and screen- 
ing of many appeals, including those for plant solict- 
tation, to protect employee and public relations? 
Shall executives be encouraged to give personal (and 
perhaps company) time to fund raising? 
In the following chapters of this digest will be found a 
factual report of what numerous corporations are doing 
in these fields which the Foundation calls disorderly and 
chaotic at the present time. 


CHAPTER 2 How Giving Grew 


Early Development 

American business, in general, had not moved very 
far in its evolution from sole proprietorships and partt- 
nerships to the corporate form when the YMCA became 
the first important beneficiary of corporation gifts. These 
came from railroads to help build and support facilities 
for railroad employees whose working schedules re- 
quired them to be away from home overnight and the 
early experiments were so successful that railroad sup- 
port increased substantially and rather rapidly. 


The YMCA 

In 1872 the first organization of railroad men into a 
YMCA was begun in Cleveland. In 1888 Cornelius 
Vanderbilt of New York Central provided a building, 
with equipment, in New York City at a cost of $225,000 
and the Pennsylvania System was entered by an Associ- 
ation at Altoona. By 1890, 82 divisional and terminal 
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points had YMCA establishments and by 1911 there 
were 230 railroad Associations. Railroads helped finan- 
cially and generously. 

Following its success with the railroads, the YMCA 
expanded into other fields. The YMCA organized an 
industrial department in 1903 and by 1920 there were 
154 buildings worth $6.6 million, paid for by manage- 
ment and workers. In addition, the ‘"Y”’ in many cities 
secured from business a substantial portion of the do- 
nations toward its operating budget. Earliest in the field 
among beneficiaries of corporate giving, the YMCA 
also was the first national organization to employ well- 
developed techniques in community drives for funds. 
When the United States went to war in April 1917, the 
“Y”’ was the only national organization with extensive 
fund-raising experience. Records of gifts from corpo- 
rations toward its first appeal for $3 million to finance 
war welfare work have not survived but by June 1 that 
year over $5 million had been received from all sources. 


The Red Cross Dividend 

Also prompt to take action on war relief, the Ameri- 
can National Red Cross, by June 1917, had organized a 
campaign with a goal of $100 million. It enlisted many 
YMCA experienced fund-raisers who used their tech- 
niques for intensive solicitation of gifts from corpora- 
tions as well as individuals. 

But many corporations, particularly the larger ones, 
doubted they could legally approve gifts directly to the 
Red Cross without stockholder consent. In June some 
declared extra dividends and requested shareholder per- 
mission to give them to the Red Cross, with the proviso 
that each stockholder releasing one dollar or more of the 
dividend for that purpose would be enrolled as an an- 
nual member of the Red Cross. More than 140 corpora- 
tions provided almost $18 million under this arrange- 
ment. Other companies paid the extra dividend directly 
to their stockholders with a recommendation that they 
contribute it to the Red Cross and still others, bypassing 
legal doubts, gave directly. Thus, 1917 became the first 
year in the history of American philanthropy when cor- 
porate contributions reached a substantial total. 

Before the $100 million Red Cross drive of 1918 
New York State passed legislation permitting corpora- 
tions to contribute to war charities up to the equivalent 
of one per cent of their capital stock outstanding without 
reference to shareholders and in May Congress passed a 
bill permitting national banks to give from funds avail- 
able for dividends. Meanwhile, corporate gifts made di- 
rectly had not been challenged and this fact seems to 
have influenced much that happened later. 


Beginning of the Community Chests 

In the United War Work Campaign of 1918, last 
of the big drives for World War I, seven organizations 
took part, all of them recognized officially by the U. S. 
Government for welfare work among American armed 


forces. Corporation gifts were emphasized and a begin 
ning was made in setting quotas. Combined contribu 


tions were sought from companies and their employees 
Official records do not show how much corporations 
gave but their gifts ran into the millions. 


Growth of the Chests 

The book, at this point, makes only brief mention ot 
their development. In the section entitled ‘Beneficiaries’ 
(of corporate giving) they are more fully discussed 
Community Chests began when some 400 communities 
organized “war chests’’ which frequently included ap- 
peals for local welfare agencies along with allocations 
for the big national drives and for relief of sufferers in 
Europe. 

Corporations contributed generously to Community 
Chests, as well as to non-Chest agencies, until earnings 
were hit by depression (1920-1922) and were affected 
even more seriously after 1929. Despite reduced cor 
porate earnings, companies helped materially in such 
measures as the Emergency Unemployment Relief Com 
mittee, organized primarily by businessmen in 1931 and 
continued into 1933, by which time the vast state-fed 
eral relief programs were under way. This Committee, 
with numerous volunteer workers, continues as the 
Greater New York Fund, a sort of Community Chest. 

Limited income tax deductions for gifts by individuals 
to charity and welfare began in 1917; the Revenue Act 
of 1935 gave corporations a similar right for certain 
types of gifts——up to five per cent of net income. Tax 
deductibility coupled with tremendously expanded 
needs, and later, with excess profits taxes resulted in the 
growth of philanthropic giving in the succeeding years. 


CHAPTER 3. Who Gives and How Much 


Corporation giving is analyzed from four viewpoints: 
size of corporation gauged by assets, per cent of net prof- 
its before taxes, number of employees, types of industry. 
Financial data used are those reported to the Bureau of 
Internal Revenue during the years 1936-1949 supple- 
mented by the Sage Foundation survey. This survey 
made in 1951, reflects 1950 data for 326 companies. The 
analysis took into consideration that excess profits taxes 
were in force during several years of the period. 


Corporate Giving and Asset Classifications 

In 1948, the latest year for which detailed tax data 
were available, of 500,000 corporations having total 
assets under $1 million, those with assets under $50,000 
contributed $4 million or 7.48 per cent of their net prof- 
its. From this figure corporate gifts declined as a percen- 
tage of net profit as asset size increased. 

Some 537,000 corporations filed returns with balance 
sheets for 1948. Of these, 500,000-—93 per cent——had 
assets of less than $1 million. These corporations made 
less than 16 per cent of net profits but gave 29 per 
cent of contributions reported. 
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Corporations of intermediate size, with asscts be- 
tween $1 million and $100 million numbered some 
36,000—7 per cent of the total. This 7 per cent had 46 
per cent of the net profits and made 53 per cent of con- 
tributions reported—a contribution rate of 0.8 per cent 
of net profits. 

The 6o1 corporations with assets of $100 million and 
over realized 39 per cent of net profits reported by these 
537,000 corporations. Although this group gave $44 
million, or 18 per cent of reported contributions, these 
represented only 0.33 per cent of net profits. 

The Sage Foundation survey included number of em- 
ployees as a criterion of corporation size because some 
important companies, especially those with branches, ap- 
portion their gifts by number of employees. Here the 
range was from $36 per employee in the group of com- 
panies employing fewer than 50 people to $8 per em- 
ployee for corporations employing 10,000 or more. 

Manufacturing corporations accounted for about one- 
half of all corporate giving. Except for 1944, trade 
turned in at least one-fifth of all corporation gifts dur- 
ing 1936-1948 and in 1946-1948 its part was 27 per 
cent. In all recorded years except 1941 financial institu- 
tions, as a group, contributed at a rate lower than that 
for all other corporations. Insurance carriers were low- 
est statistically but the Sage Foundation doubts the va- 
lidity of Internal Revenue figures because of a form for 
tax reporting not similar to that used by industrials. Util- 
ities and transportation also were low. 


CHAPTER 4 Budgets and Quotas 


The Record on Budgets 

Among the many companies that regard giving as a 
community responsibility (or even a business and public 
relations opportunity) relatively few consider their pro- 
grams as a whole by setting up contribution budgets 
each year. Of 326 companies which cooperated with the 
Sage Foundation in its survey 33 did not reply to a di- 
rect question: ‘Do you include contributions in your 
annual budgets?’ Of the remaining 293 only 98 re- 
ported that they do so include. In the $100 million and 
over asset group none reported budgeting gifts. 


Quotas Set by Outside Agencies 

Soliciting agencies have tried more and more in recent 
years to impose quotas on segments of business. In many 
communities quotas are set by Community Chests, some- 
times with the cooperation of industrial leaders. Many 
corporations have resisted such quotas in the past but 
quota systems are spreading, often with the encourage- 
ment of corporation executives. Because of many com- 
plicating factors no quota system has been devised that 
is fair to all companies; perhaps the most nearly suc- 
cessful has been the Los Angeles ‘Fair Share’ plan 
which the book reports in detail. 
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CHAPTER 5 Administration 


Who Considers Appeals? 

In dollar amounts contributions are not large items 
among total corporation expenses but the difficult prob- 
lems they raise sometimes in customer and public rela- 
tions make careful administration important. Quite gen- 
eral recognition of this is shown by the reports of more 
than 300 companies replying to Sage Foundation in- 
quiries; nearly 90 per cent of these said that requests go 
to one person who, in a third of the cases, is the president 
and in another third either he or an officer just below 
him. 

Many corporations require confirming action on con- 
tributions, at least on those of larger amounts. In nearly 
half of the cases the Board of Directors is the referral 
body, the Executive Committee in one-fifth. A few com- 
panies have contribution committees which decide; oth- 
ers delegate authority to local or district managers. 


Contribution Programs or Budgets 

Here again the survey showed that corporate giving 
is not governed by settled policy in most companies. 
Only 30 per cent of the reporting corporations budget 
their contributions; more commonly, spot decisions are 
made by some busy top officer. The person or body to 
whom requests are referred often appears to act as treas- 
ury watchdog rather than a source of policy for effective 


giving. 


Processing Charitable Appeals 

There are exceptions. The company secretary has had 
the part-time duty of investigating requests or making 
decisions in so many instances that the American Society 
of Corporate Secretaries published a Corporate Contri- 
butions Report in 1950 on its members’ procedures. 
Three per cent of the companies participating in the Sage 
Foundation survey have contributions committees. Gen- 
eral Electric set up a Subscription Committee in 1925. 
Standard Oil (N. J.) has a six-man committee employ- 
ing a full-time executive secretary. Membership in both 
committees includes men in charge of public relations. 


Plant Solicitation of Employees 

Beginning in a large way during World War I, labor 
has been a substantial giver to philanthropic causes. En- 
couraged by its records for generosity, fund-raising cam- 
paigners have built up considerable pressure on corpora- 
tions to permit or facilitate mass solicitation in offices and 
plants employing large numbers of people; this has be- 
come a major problem in many plants, requiring com- 
panies to take policy action. While most companies 
among those reporting to the Sage Foundation permit 
mass solicitation they try to control it so that employees 
are free from any implication of management pressure. 
Lest this implication creep in, one large corporation 
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reported: ‘Our company feels we have served the cause 
well if we give bulletin board display and display of 
circular material.” 


CHAPTER 6 Corporation Foundations 


The Foundation Idea 

The Sage report defines a philanthropic foundation 
as a nongovernmental, nonprofit organization having 
a principal fund of its own and established to maintain 
or aid social, educational, charitable or other activities 
serving the common welfare. Foundations are becoming 
more numerous. In its survey Sage found nine affiliated 
with corporations in the $1 million or more asset class 
and believes there are many more; perhaps 1500. 


Some Advantages 

Setting up and administering such a separate organ- 
ization involves some expense and trouble but there are 
advantages. One for the corporation is flexibility in tim- 
ing gifts; another sometimes ts a tax advantage; still an- 
other administrative convenience. Appeals to the corpo- 
ration can be referred to its related foundation for in- 
vestigation and action, An advantage to social agencies 
is a sort of safeguard; they can look to foundation funds, 
accumulated in good years, for contributions that might 
not be forthcoming in hard times. 


A Variant — The Charitable Trust 

Some companies have achieved many of the purposes 
of a foundation by creating charitable trusts adminis- 
tered by a bank or trust company. This plan frees corpo- 
ration officers from administration and reporting to the 
Government. Such trust agreements can be set up quickly 
and are adequate where the program of giving does not 
require flexibility available under the incorporated foun- 
dation. 


CHAPTER 7 Policies in Giving 


Motives and Purposes 

A donor's motives are seldom completely known, 
even to himself; much corporation giving undoubtedly 
proceeds from mixed motives. Policy statements of cor- 
porate givers and Sage Foundation survey results reflect 
the practical as well as purely abstract moral considera- 
tions behind corporate giving. Enlightened selfishness 
is, in fact, a legal requirement. International Harvester, 
for example, asks: ‘Does it [the gift] benefit the com- 
pany directly or indirectly? Unless it does, the con- 
tribution should not be made.’ Considerations most 
commonly reported to the Sage Foundation by cooperat- 
ing companies are: duty to community; worthiness of 
cause; benefit to company; public relations or customer 
pressure. 


Written Statements of Policy 

Of the 326 corporations cooperating in the Sage 
Foundation survey, only 18—-less than 6 per cent—tre- 
ported written policies which are distributed to principal 
executives and branch managers. These stated the com- 
panies’ general attitude toward contributions; the types 
of causes which may be assisted and those which will 
not; office procedure for considering and acting on ap- 
peals. Policy also was stated on control of solicitation 
in company plants, company personnel on the Boards of 
welfare organizations and in their fund-raising cam- 
paigns, as well as other angles pertinent to the particu- 
lar company. Policies on memberships and complimen- 
tary advertising are included. Typical statements of 
policy submitted by two companies are reproduced in Ap- 
pendix F of the book. But with relatively few exceptions 
corporate giving still is bound by custom and tradition, 
The Sage survey showed that half of the companies fur- 
nishing information give from 90 to 100 per cent of their 
contributions to annually recurring drives; that less than 
half budget their contributions; that in most companies 
giving is the spare-time responsibility of a single indi- 
vidual. 

Creative Giving 

A few companies are financially supporting creative 
projects, particularly in their own communities, to which 
other donors might not contribute, and the results are 
considered rewarding by the donors. Every company has 
intimate knowledge of its community and is vitally con- 
cerned with its welfare. The Allis-Chalmers Manufac- 
turing Company, for example, sponsored summer and 
winter concerts for people in its community. The Bridge 
port Brass Company arranged to modernize and equip 
an old National Guard Armory to make it one of the 
vital community sports centers of the area. 

Each industry, each company, has its own particular 
knowledge, skills and interests which can be applied in 
its philanthropic program. Thus, probably no more than 
three or four companies in the United States could have 
applied the know-how and finances necessary for the 
School of Watchmaking set up by the Bulova Watch 
Company to serve paraplegic and otherwise handicapped 
veterans. A workshop has been built in Binghamton, 
New York, through cooperation of several corporations 
and its workers are executing regular business contracts 

Special knowledge acquired through company medt- 
cal programs might be extended into a community pro 
gram. One New York company, for example, in deal 
ing with absenteeism, has accumulated considerable 
experience with alcoholics in its industrial medicine sec- 
tion. It has developed a series of tests to determine 
whether the “patient” should have a “drying up” period 
in a hospital, psychiatric treatment, services of a social 
worker, religious aid or go to Alcoholics Anonymous. 
Executives of this corporation think this approach is very 
useful and, with the aid of other corporations, are try- 
ing to establish such service on a city-wide basis. 
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CHAPTER The Fund-Raisers 


The Solicitors and Appeals 

Most local causes depend on amateur fund-raisers to 
organize their drives, as do some of the national welfare 
associations. In some instances these may have advice 
from professional fund-raisers but usually they plan 
their own campaigns with help of volunteers and carry 
them through at little expense of solicitation. 

Other welfare and educational causes whose cam- 
paigns run into the millions employ professional talent 
to organize and direct their campaigns and the volun- 
teers who solicit by personal calls, by telephone or by 
mail. The fund-raising company takes no part in the 
actual solicitation of givers, its name appears on none 
of the literature, and the givers usually are unaware of its 
existence. Its fund-raising campaigns, however, are 
highly organized. 

Generally, results achieved prove that employment 
of reputable fund-raising consultants for large-scale ef- 
forts has been worth the cost. Unlike the weaker ones 
who are compensated by a percentage of receipts, the 
better fund-raising firms charge a fee which is fixed after 
preliminary examination of the task. They claim their 
fees usually work out to between six and nine per cent 
of money raised. Among the best of these firms are the 
13 who comprise the American Association of Fund- 
Raising Counsel. 

Charitable agencies may be in one of three classes: 


Those sincere in purpose, run efficiently, attempting 
to raise a budget reasonably proportioned to a real 
need. 


Those equally sincere in purpose but run badly. 


The outright charity rackets where the profit of the 
promoter is paramount. 


In dealing with appeals for legitimate and worthy 
causes, corporations need firm policies and the positive 
application of them that relatively few seem to have so 
far. Both volunteer and professional fund-raisers de- 
vise pressures, including those exerted through custom- 
ers, college connections, director and social affiliations 
of executives in corporations under solicitation. 


The Rackets 

While the Sage Survey found no record that a corpo- 
ration gave to the “Fund for the Widow of the Un- 
known Soldier,” its survey disclosed considerable loose- 
ness about investigating appeals for money and for per- 
mission to use executives’ names as sponsors. Of 326 
companies which cooperated in the survey, 92 ignored 
the question as to what information service they use to 
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investigate appeals. Of the 234 who replied, 122 said 
“none” or need.’ Many of the remainder use more 
than one source for checking, a few use four or five. 
Some of the leading information agencies are listed in 
the book. 


CHAPTER 9 Community Chests and United 
Funds 


Development of Community Chests 

Because they receive so large a portion of all corpo- 
rate gifts, Community Chests and their counterpart— 
United Funds—are assigned a separate chapter by the 
author of “Corporation Giving.” In 1919 when Harry 
P. Wareham of Rochester, N. Y., at the urging of 
George Eastman entered the field and gave the name, 
“Community Chest” to the type of fund-raising agency 
that had its origin in the “war chests” of World War J, 
32 cities had such organizations, known under a variety 
of names. Now there are about 1500 and in 1952 they 
collected approximately $240 million. Aside from New 
York City, where the Greater New York Fund (equiv- 
alent to a Community Chest) raises from corporations, 
firms and their employees a large sum and distributes it 
to more than 400 participating agencies, all cities in the 
United States having a population of 50,000 or more, 
except Hoboken, New Jersey, are served by Community 
Chests. 


How They Operate 

Most Chests endeavor to include all local fund-col- 
lecting agencies of approved status and local chapters of 
national agencies that conduct local campaigns. Execu- 
tives and other working personnel of the Chests usually 
are volunteers; the former often include able men and 
women recognized as community leaders. The Chest 
management and its Board of Directors review the pro- 
posed budgets of the participating agencies, the local 
quotas of national campaigns and set the Chest goal. 

Immunity from separate solicitation by the agencies 
in Community Chests, and in the Greater New York 
Fund, enables companies to give once and so be spared 
handling of numerous separate appeals. The same rule 
applies when Chests federate with other causes in 
United Funds. 

Community Chests and United Funds have seldom 
segregated accurately corporate gifts from others, al- 
though the former are known to be large. Indicative of 
this are the figures reported by 34 identical Chests for 
1929 and 1951—$3.5 million and $12.7 million, or 
21.5 and 39.6 per cent, respectively, of total contribu- 
tions to these 34 Community Chests. 
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United or Federated Funds 

A number of national welfare agencies have preferred 
to run independent campaigns. Some of these are very 
large and very well known and include: 


The American National Red Cross 

The National Tuberculosis Association 
American Cancer Society 

American Heart Association 

National Foundation for Infantile Paralysis 


Increasing insistence by many industrial concerns that 
plant solicitation be limited to one a year has caused sev- 
eral of these independents to join with Community 
Chests, in some instances in a United Fund, or Fed- 
erated Chest. In a few instances, such collaboration has 
resulted in the federated organizations superseding 
Community Chests. In other cases the federations of 
Community Chest and large national organizations, no- 
tably the Red Cross, have not had wholly satisfactory re- 
sults. Nevertheless, because of pressure from corporate 
donors, there is a noticeable trend toward federated ac- 
tion in the interest of “one-shot” campaigns. 


CHAPTER 10 Voluntary Welfare Agencies 


What They Are 

To distinguish between agencies run by government 
in various fields of health and welfare and those sup- 
ported by private initiative the latter are called “volun- 
tary’’ now. Earlier these were known as ‘private agen- 
cies” but that term became unsatisfactory because so 
many of them offer service to the general public. The ex- 
pansion of governmental aid in the past 20 years has af- 
fected nearly every field of philanthropy and it is esti- 
mated that government expenditure (federal, state, lo- 
cal) is now about nine times the amount of support for 
purposes which, a generation or two ago, would have 
been within the field of private charity. 


The Red Cross and ** American Way” Agencies 

Despite this expansion of government-financed serv- 
ices there still is at least one voluntary agency for nearly 
every cause to which anyone could wish to contribute; 
from treatment of alcoholics to maintenance of zoos. 
Largest among nonsectarian agencies, in terms of gifts 
it receives, is the American Red Cross. Public support 
of its work has been tremendous in times of national 
emergency and liberal at other times although corpora- 
tions have not been heavy contributors except for relief 
in war and domestic disaster. Corporation support has 
been sought with a considerable degree of success by 
numerous “American Way” organizations. 


Voluntary Health Agencies 


Corporations contribute considerable sums to hospi- 
tals and other voluntary health agencies. The more than 
300 companies which cooperated in the Sage survey re- 


ported that of their total giving in 1950, which ran to 
nearly $6.8 million, 14.8 per cent went to hospitals, 10.2 
per cent to national health agencies (cancer, heart, Red 
Cross, infantile paralysis, anti-tuberculosis, etc.), 1.6 
per cent went to other health agencies. Usually the hos- 
pitals receiving corporation support were those used by 
employees of the donor corporations or their families. 


Other 

Other kinds of voluntary welfare agencies receive 
their support mainly from Community Chests to which 
corporations contribute. These may be classed as family 
service agencies, recreation and character building agen- 
cies, cultural and community activity groups. Family 
service agencies provide a wide variety of aid—-family 
and premarital counseling, legal aid, day nurseries, for 
example. Included in the recreation and character build- 
ing agencies are Boy Scouts, Girl Scouts, American 
Youth Hostels, 4-H Clubs. Public libraries, band con- 
certs, local symphony orchestras, adult education are ex- 
amples of cultural and community activities aided by 
corporate gifts. 


CHAPTER 11 Education and Research 


Traditional Policy 

Traditionally, American business has given money to 
colleges and universities only when a substantial rela- 
tionship to company interest has been obvious. Scholar- 
ships for children of employees and contract research 
have been among the forms of financial support. Some- 
times colleges in corporations’ local communities were 
aided. Nearly allthe older company policies opposed gen- 
eral contributions to higher education where no obvious 
relationship existed. 


The Stake of Business in Higher Education 
American business, especially big business, is realiz- 
ing now that it or government must aid in the support 
of higher education if standards are to be maintained or 
improved in the development of men and women for 
key positions in commerce, industry and finance. Indi- 
viduals who might contribute heavily to higher educa- 
tion and to research cannot do so as long as taxes take 
so much of their incomes and profits. Institutional earn- 
ings from past endowments have not increased materi- 
ally. Many colleges believe they cannot raise student fees 
any higher. Even state-aided universities, charging al- 
most nominal fees in the past, are charging substantial 
ones now. But costs of administering these colleges and 
universities have so risen as to outstrip what extra in- 
come the institutions have received. According to a sur- 
vey made by the New York Times at the beginning of 
the 1951-1952 year, 50 per cent of private colleges in 
the United States were operating at a deficit in 1952. 
While financial aid from corporations in general still 


9 


Ab 


A CONTROLLERSHIP FOUNDATION Book DIGEST 


is relatively small, business leaders are becoming increas- 
ingly concerned, Among those who have publicly recog- 
nized that business has a stake in the survival of private 
higher education are Alfred P. Sloan, Jr., chairman of 
General Motors; Frank W. Abrams, chairman of Stand- 
ard Oil (NJ) and Irving S. Olds, chairman—until his 
recent retirement—of U. S. Steel. Other leading cor- 
porations regularly assisting higher education are Gen- 
eral Electric, Westinghouse, Merck & Co., Lehigh Port- 
land Cement, Radio Corporation of America, The 
Kroger Company and Sears Roebuck. E. I. du Pont de 
Nemours has been financing fellowships since 1918 in 
generous amounts, as have American Telephone & Tele- 
graph Co, and The American Pharmaceutical Associa- 
tion. 

Sometimes the corporate contribution has gone to- 
ward a technical school or a permanent endowment for 
teaching. In 1951 Socony-Vacuum Oil Co, gave Colum- 
bia University $100,000 for its $22 million engineering 
center and the University of North Carolina received 
from the Wachovia Bank & Trust Co. of Winston- 
Salem, N. C., $100,000 to establish a professorship in 
banking. 


A Changing Situation 

No single pattern emerges as the best way business can 
aid higher education. The educational situation is fluid 
and the interests and resources of corporations differ. 
Many forms of educational aid will prove mutually help- 
ful. A recent important development is the organiza- 


tion in many states of state-wide college funds for the 
solicitation of corporation gifts. 


CHAPTER Religious Agencies 


The Survey Record 

Corporations cooperating in the Sage survey reported 
that only 4.1 per cent of their total gifts go to religious 
agencies—these including churches, YMCA and the 
Salvation Army. The largest companies gave least lib- 
erally; less then 3 per cent of their total contributions 
went to religious agencies. Companies in the less than 
$1 million asset group allocated to religion more than 
15 per cent of their total gifts; among these companies 
there seem to be some owned by pcople of strong con- 
victions about their duty to help support religious work. 

Among companies of all sizes there were several 
which do not regard gifts to the YMCA and Salvation 
Army as contributions to religion. One said: “YMCA 
in our community is the community center.’’ Salvation 
Army has received substantial support from corpora- 
tions dating back to its performance in World War I 
with special services to the Armed Forces. 

Publicly owned corporations, particularly the large 
ones with national and international business, give rel- 
atively little to religious agencies. ‘Typical, perhaps, of 
their attitude is the official policy of International Har- 
vester: ‘Because our stockholders, employees, and cus- 
tomers represent all religious groups, the company does 
not contribute to strictly sectarian or denominational re- 
ligious organizations.” 


LEGAL AND TAXATION FACTORS 


CHAPTER 13. The Law 


State and Federal Legislation 

Permissive legislation enacted gradually by 29 states 
and Hawaii since 1916 and the Federal Revenue Act of 
1935 have quieted the doubts of many corporations 
about their rights to make welfare gifts which are not 
among powers expressly granted by their state charters, 
or powers incidental to these. States covered by this legis- 
lation include all the industrialized area from which cor- 
porate contributions are substantial; in fact, as far back 
as 1941 it was reported that 90 per cent of total corpo- 
rate gifts in the United States came from those 29 states 
and one territory. But in some states doubt remains as 
to the effect of this permissive legislation on corpora- 
tions whose charters antedate it. 

Court decisions have been so few and some so con- 
tradictory as to be unsatisfactory as a basis for corpora- 
tion policy on contributions. In 1949 The American 
Bar Association's Committee on Business Corporations 
pointed out dangers in relying upon some of these court 
decisions, stating that grant of power to make gifts 
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should be broad and exercised by corporations in the dis- 
cretion of their managements. To that end the Commit- 
tee suggested “for use in statutes that enumerate the 
general powers of corporations’ this form: ‘To make 
donations for the public welfare or for charitable, scien- 
tific or educational purposes.” 

Up to 1952 this model had been adopted by nine 
states. These permissive sections of the laws are quoted 
in the book as they stood at the close of the 1951 legis- 
lative year. 

However, relatively few challenges seem to have been 
made concerning corporate rights to make contributions. 


CHAPTER 14. Taxation Factors 


Federal Income Tax 

Opinions differ on how much corporate contributions 
have been influenced by tax considerations. The first 
year (1936) in which they were deductible from federal 
income taxes to an amount not exceeding five per cent 
of net income, six cities reported that their Community 
Chests failed to realize any tangible increases; three oth- 
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ers felt the new Revenue Act had helped, but “to no 
great extent.’ At the later wartime tax level, corpo- 
rate contributions vaulted to eight times prewar levels. 
Contributions which companies can treat as business ex- 
pense escape the five per cent rule, of course. Because 
published government tabulations do not answer the 
question of how far corporations have used this treat- 
ment, the Sage survey asked point-blank. Its findings in- 
dicated that monies reported as gifts should be increased 
by about eight per cent to allow for gifts treated as 
business expense. However, this was not particularly 
important because most companies gave, not five per 
cent, but one per cent or less. 

The significance of the federal Revenue Act of 1951 Is 
effectively summarized in the Sage Foundation report 
on ‘Corporation Giving.” Under the high tax rates es- 
tablished in the law, corporations may make substantial 
contributions at relatively small cost in surrendered 
profits. Some corporations see a business opportunity 
in this situation. If corporate giving brings benefits 
in terms of customer goodwill, aid to employees or 
other corporate advantage, then these benefits are pur- 
chasable under the 1951 federal tax law at net cost of 
48 cents on the gift dollar and, in some situations, at 18 
cents on the dollar. 


State Income Taxes 
In 32 states and the District of Columbia corporations 


were taxed on net income at the time of the Sage sur- 
vey. In many states taxable net income is after deduction 
of federal income tax thus giving effect to deductions for 
federal income tax purposes. In some states charitable 
contributions are allowed as deductions only when made 
to agencies within the state. In comparison with tax sav- 
ings under federal law, the allowable state tax deduc- 
tions generally are not considerable. 


Tax Aspects of Corporation Foundations 

Before passage of the Revenue Act of 1950 many 
business foundations, even churches and universities, 
took over business enterprises and in some cases reor- 


ganized them as foundations with income committed to 
charity. But whether or not they were so reorganized, 
their income went to the acquiring institution and 
seemed safely free of federal income tax unless used for 
commercial purposes. The U. S. Supreme Court had 
ruled that tax exemption hinged upon ultimate use of 
income, not its source. Surplus built up from income 
could be “borrowed” and ways found to make compli- 
cated “‘lease-backs”’ of real estate. 

Abuses and inequities under such arrangements were 
attacked by the Revenue Act of 1950 and its pertinent 
provisions are quoted in one of the appendices of the 


book. 


Corporation Giving and Federal Revenue 

The Sage Foundation survey indicates tax savings ef- 
fected by corporation giving reduced government reve- 
nueés in 1951 by not more than $180 million, a sum which 
Sage calls “negligible.” This figure is based on an esti- 
mate of $300 miliion in corporate gifts and the assump- 
tion that enough contributors were in the excess-profits 
tax bracket to bring the average tax saving to the very 
high figure of 6o per cent. 

There is another view, that of the savings to govern- 
ment and private philanthropy by creative use of cor- 
poration gifts. An example is the School of Watchmak- 
ing, previously described. The founding company bene- 
fited by a tax deduction for the expense of establishing 
and operating the school but without it the now self- 
supporting graduates might have been supported by the 
Government for the rest of their lives. 


Conclusion 

Ill-considered giving, particularly if it should become 
large, will do little good and some harm, and may rouse 
public reaction against wastefulness of what is now 
more the taxpayers’ than the corporation's money. But 
a sound program, informed by intimate knowledge of 
the needs of the local community and powered by each 
company’s unique interests and resources, can strongly 
undergird America’s free institutions, including the in- 
stitution of free business enterprise itself. 


TO ROUND OUT THE STORY ... . Two additional publications of Russell Sage Foundation 


deal with other important aspects of organized philanthropy in the United States: 


PHILANTHROPIC GIVING by F. Emerson 
Andrews presents a general picture of giving in 
this country. It briefly reviews the history of 
philanthropy, including the growth of govern- 
mental services but its emphasis is on recent 
changes and special opportunities of the present. 
It describes various channels for giving, fields of 
need and also deals with charity rackets. 


AMERICAN FOUNDATIONS FOR SOCIAL 
WELFARE by Shelby M. Harrison and F. Em 


erson Andrews discusses philanthropic founda- 
tions in America, their general history, the vari- 
ous types, methods of organization and opera- 
tion, financial questions, fields of activity and 
trends. It includes a directory of 505 foundations 
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Another Round of Labor Negotiations Coming Up? 


FACTS AND FIGURES FOR 
COLLECTIVE BARGAINING 


can serve as a valuable “‘second”’ in your corner of the bargaining ring. 


With abandonment of wage and salary controls, many companies again 
face reopening of bargaining on pay or the need for bringing wage and salary 


structures up to date and into alignment. And now companies will be “on 
their own” in the field of pay administration. 


FACTS AND FIGURES FOR COLLECTIVE BARGAINING is a case history study 


Concise! 


And, if salaries in your own department need to be realigned and brought up to 
date, SETTING SALARIES IN THE CONTROLLER’S DEPARTMENT is a man- 
ual that takes the guesswork out of job pricing and piving raises. Contains detailed 
instructions for setting salaries scientifically. Draws fr 

anies and the salary scales used in 500. Aims specifically at middle management jobs 
in the controller's department. 


Easy to 
Read! 


OTHER 


CONTROLLERSHIP 

IN MODERN MANAGEMENT 
A symposium written by twelve specialists. Traces 
the evolution and development of controllership 
in business and government. Tells how industry 
and educational institutions can recruit and pre- 
pare the controller of the future. (1949) 


BUSINESS FORECASTING 


What can forecasting do for your business? Can 
accurate forecasting be done in your company? 
How can it be done? This report helps you to 
answer these questions by bringing you the de- 
tailed experiences of 38 companies which have 
found business forecasting an indispensable tool 
of management. (1950) Fourth Printing (1953) 


WHAT PEOPLE WANT TO KNOW 
ABOUT YOUR COMPANY 


A public opinion study to find out what “run of 
the mine” stockholders, women investors, large 
investors, financial analysts, employes and labor 
unions want to know about your company. The 
report discusses why the different publics are dis- 
satisfied with financial reports and what to do 
about it. (1948) 


(PRICES ON REQUEST ) 


CONTROLLERSHIP FOUNDATION, INC. + 1 EAST 42ND STREET, NEW YORK 17, N. Y. 


based on experiences of 40 companies. It tells about organizing the see team 
for collective bargaining; what records should be set up and maintaine 
to give and how to present them to tell management's side of the story most effectively. 


PUBLICATIONS OF 


, what facts 


om methods used by 22 com- 


THE FOUNDATION 


DEPRECIATION POLICY 

WHEN PRICE LEVELS CHANGE 
As a service to the business community, Control- 
lership Foundation assembled a compendium of 
the principal authoritative opinions, case histo- 
ries of company actions, and collections of infor- 
mation on this subject. (1948) 


BUSINESS CONSULTANTS: 

Their Uses and Limitations 
Based on experiences of 61 companies, this study 
answers these questions: What are the pertinent 
facts about consultants? Why do companies use 


consultants ? How do companies get their money's 
worth? (1951) 


MANAGEMENT PLANNING FOR 

CORPORATE TAXES 
This report is designed primarily as a “selling 
document'’"—a thought starter for top financial 
management on how to manage taxes. It is not 
a substitute for commercial services on taxation; 
it is not designed for the use of lawyers, account- 
ants or tax experts. The report deals with cor- 
porate organization and executive attitudes and 
viewpoints. (1951) 
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The oil industry discovered 


Microfilm copies 
cost less than 
carbon copies 


F you are now using carbon forms in’ your 

sales or other operations, it will be interest- 
ing to note how leading oil companies have cut 
the cost of their “credit card” operations with 
Recordak microfilming. 

Before .. . dealers used to send the original 
sales ticket and a carbon duplicate to the home 
office as a record of each purchase. Here, the 
carbons were filed... and the originals were 
sent to the customer with the monthly bill. 

But now a simplified sales ticket—with one 
less carbon—is used. Only the original ticket 1s 
forwarded to the home office... where it is 
microfilmed . . . and then sent out with the bill. 

This routine, besides cutting sales book costs, 
gives the home office other advantages —-a mi- 
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SRECORORK 


(Subsidiary of Eastman Kodak Company) 


be 65 different types of business 


photograph documents instantaneously—for a 


originator of modern microfilming — and its application to accounting systems 


croftlm record that will remain intact... and can 
be filed in 1% of the space previously required. 
Also, it cuts clerical expenses substantially be- 
instead 


cause there is only one ticket to handle 


of two 
Only one example, this, of the way the oil in- 
dustry uses Recordak microfilming. 


for every purchase. 


fraction of a cent afrece; to simplify accounting 
routines; to save up to 99% in filing space; 
to increase protection, 


Your business 7 


Regardless of its type or size, you should 
investigate Recordak microfilming soon. For 
the chances are this truly remarkable photo- 
graphic process ts already simplifying routines 
which are similar to yours. 


Write today for detailed information on the 
process ... and the versatile line of Recordak 
Microfilmers now offered on a surprisingly low- 
cost purchase or rental basis. Recordak Corpora- 
tion (Subsidiary of Eastman Kodak Company), 
444 Madison Avenue, New York 22, N. Y. 


"Recordak” is a trade-mark 


me 
— thousands of concerns— now using Recordak microfilming 
Pa 
; 
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W. Van Alan Clark, Jr. 


THINGS 


NE OF THE ENCOURAGING 
about the development of the pro- 
fessional approach to the art of managing 
has been the way in which the related pro- 
fessions have joined in secking to improve 
administrative practice. The accounting 
profession, in particular, has been most 
active in developing ways to improve the 
basis for managerial control of costs. Tools 
have been developed which serve to make 
more accurate the series of “judgmental” 
decisions which go into justifying the 
presence of many costs. Budgetary control, 
especially that involving the use of the con- 
cepts of the flexible budget and standard 
costs, is one of the accounting profession's 
major contributions to the management 
field. 

Rather recently, there have developed 
new kinds of staff groups in industry 
which involve new problems of justifica- 
tion and control, These groups are the re- 
sult of our current preoccupation with 
progress in industry and they are best 
identified as “improvement” staff groups. 
These groups work for improvement in 
operations rather than in “functional” or 
operating areas. 

Well-organized groups can be distin- 
guished by the fact that they have few or 
no routine tasks and work solely, or at least 
in relatively undisturbed fashion, for im- 
provement in the areas of their compe 
tence. These groups may have many names, 
such as Production Engineering, Process 
Engineering, Manufacturing Methods, 
Systems Analysis, or Market Research, The 
essential test of thar nature ts not what 
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SOME OBSERVATIONS 


It would seem proper to point out some areas where we 
need to know and understand more. 

In the first place, our whole understanding as to what con- 
stitutes an asset needs review. Perhaps we should learn to 
think of assets in terms of their performance for us, and not 
in terms of their cost, physical nature, or resale value. We 
might thus be able to look at the total cost of acquiring an 
item of capital equipment, including the engineering studies 
involved in its acquisition, the cost of installation, and the 
cost of educating personnel to operate it effectively. Such 
thinking might have disastrous effects upon the apparent 
rate of return of some investments, but our calculations 


might be more realistic. 


Secondly, and this is the important point in terms of the 
art of management, we must learn how to improve the ways 
in which we manage the process of improvement. We should 
experiment further with ways of defining and choosing im- 
provement objectives. We need better methods for adminis- 
trating improvement personnel. Our understandings of 
“project administration” are far from adequate. It is here 
that better control can help us, and the need is tremendous. 


they are called but the fact that they work 
on improvement projects. 
The managerial problem of justifying 
and controlling the expenses involved in 
these groups so that they make sense in 
relationship to the total efforts of the firm 
is, however, one that involves several difh- 
culties. It 1s the purpose of this discussion 
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to mention some of these problems. Cer- 
tainly some new tools are needed. Old 
control yardsticks must be improved if we 
are to achieve in this area control which 
matches our ability to control other costs. 


AN EXAMPLE 

Perhaps the easiest way to demonstrate 
the problem involved in controlling this 
type of staff is through an example. A 
hypothetical firm would be a company in 
4 mass production industry where the 
pressures of competition demand that 
manufacturing costs be subject to constant 
attack, Our hypothetical staff groups 
might be anything from Research to 
Methods Engineering, but we shall choose 
two for our attention--a Quality Control 
department and a Process Engineering de- 
partment. The Quality Control department 
is broken into two groups; one of them an 
Inspection department which carries out 
the actual routines of inspection and qual- 
ity reporting; the other section a group 
which carries out a series of projects in the 
quality field. (Continued on page 180) 
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For instance: A study ts going on to 
relate the quality of the parts that make 
up the firm's products to their function. It 
has been found that the tolerance on many 
of the parts may be increased as a result 
of this type of study. 

Another series of studies 1s being made 
to determine the manufacturing causes of 
variations in the finished product. Other 
studies are being made in the ability of 
different Classes of machinery to maintain 
tolerances. 

The Process Engineering department ts 
carrying Out a program of studies to de- 
termine whether cheaper and different 
techniques and manufacturing sequences 
may not be used to make the firm's prod- 
ucts. This group has already made major 
changes in the firm's methodology, such 
as changes permitting the substitution of 
weldments for castings and riveted as- 
semblies for bolted assemblies. 

The Process Engineering group also 


of Improvement Costs 


contains a routine “trouble-shooting” sec- 
tion. This group, which works quite 
closely with production, is separated so 
that the project, or “improvement,” sec- 
tion of the Process Engineering group 1s 
well removed from the routine or func- 
tional staff. 

We see that there is nothing particu- 
larly unique or novel about these groups. 
Staff groups working on improvement 
projects of long-run value are of course 
now a common managerial phenomenon. 
They are an important part of the or- 
ganized approach to progress, however, 
and are certainly responsible for a major 
portion of the rapid rate of increase in in- 
dustrial productivity which we are coming 
to view as normal. The point which con- 
cerns us here is that the project or improve- 
ment portions of the groups have been 
separated, both in terms of administration 
and cost control, from the functional por- 
tions of the groups. 
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THE CONTROL PROBLEM 

The problem of controlling the expenses 
these groups represent arises when our 
hypothetical firm finds itself faced with a 
period of reduced volume, and with no 
reasonable expectation that volume will be 
increased within the near future. 

If our firm is “well managed” it prob- 
ably uses a flexible budget program which 
involves a classification of the different 
components of overhead cost in terms of 
some management policy decisions as to 
their variability. 

As a result of this control program it 
now becomes clear that the manufacturing 
staff groups which comprise the various 
manufacturing overhead should be re- 
duced —perhaps as much as 25 to 35 per 
cent. Steps have already been taken in this 
direction, and the Maintenance force, the 
Personnel office and the Purchasing de- 
partment have begun a program of re- 
trenchment. 

The managers of the Quality Control 
department and the Process Engineering 
department have taken steps to cut back 
the operating portions of their groups so 
that the Inspection force and the ‘‘trouble- 
shooting’ staff in the Process Engineering 
department are being cut down. 

Both the Quality Control manager and 
the manager of the Process Engineering 
department have objected to cutting back 
the improvement portion of their groups, 
however. They point out that the efforts of 
these groups result in future cost reduc- 
tions of a calculable nature, and that the 
groups in cffect acquire “assets’” through 
their operations. Therefore, they should 
properly be a portion of the firm's capital 
budget, which is, of course, determined 
over a longer-run period; they should not 
be a part of the manufacturing expense 
budget. 

In defense of this stand, which is to the 
effect that the improvements which the 
Process Engineering and Quality groups 
bring about in operations are in reality 
capital assets and not merely current ex- 
pense reductions, the managers submit a 
comparison of the results of their improve- 
ment projects with any item of machinery, 
equipment, or “fixed assets’ which the 
firm might purchase. Let us look at some 
of their arguments: 

1. They point out that an improved 
method is likely to be conssderably more 
long lasting than is a machine. A machine 
is likely to have a useful life before pri- 
mary obsolescence of not over five years. A 
sound Quality Control program, or a Series 
of basically improved processing se- 
quences, 1s likely to last as long as 20 years, 
and perhaps much longer. 

2. They might point out that improve- 
ments in operations are capable of being 
evolved as the needs of the firm change and 
as new techniques are made available, so 
that here again, operations improvements 
are much less likely to become obsolete 
than are items of equipment. 
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3. The managers might claim ——and 
with considerable force——that improved 
methods and improved operations are 
much less subject to competitive emula- 
tion than would be improved machines. A 
purchased machine might casily be pur- 
chased by a competitor. Even a specially 
designed machine is not hard to copy, 
whereas an organization which can carry 
out a program is much less easily copied. 
It is their assertion that ‘know-how’ 1s, 
after all, a fundamental asset. 

4. The managers might also point out 
that improved operations and improved 
methods are to a considerable extent more 
variable in terms of the ranges of output 
over which they are effective than would 
be machines. A highly automatic produc- 
tive machine might be very inefficient dur- 
ing a period of reduced output, whereas a 
better quality control system can be op- 
erated by less personnel and still retain its 
ethciency. 

On the basis of these arguments, there 
fore, the two managers feel that they are 
acquiring assets for the firm; that they are 
not simply spending expense funds; and 
that their departments should be included 
in the firm’s capital budget and not become 
part of the manufacturing expense budget. 

Let us suppose that the firm which we 
have been discussing has a capital outlay 
budget which ts established on something 
like a five-year basis and that it makes a 
reasonable attempt to stick to this budget 

cash, government regulations, — and 
liquidity permitting. 

Let us suppose, furthermore, that part 
of this capital expenditure budget involves 
a machinery replacement program in 
which machines are being replaced on 
something like a three- to four-year "pay 
out” basis. If our two managers had been 
as good managers as they seem to be, they 
would have been making careful studies 
of the pay out on the projects which their 
departments have produced. 

If they can indicate that their depart 
ments are producing improvements of 
long-run value which pay out their cost of 
acquisition in less than one year, the ad- 
visability of continuing the replacement 
program which involves three-year pay 
outs while reducing a program which pro- 
duces one-year pay out assets 1s something 
which might be debated. Certainly our two 
managers have something to argue about. 

This business of thinking about ex- 
penses in an “asset frame-of-mind” runs 
directly counter to current historical ac 
counting practice. Because it is hard to 
believe that corporate income taxes will 
not be reduced in the future and because 
reducing imcome-tax liability by inflating 
noncash costs preserves a corporation s 
cash, it 1s now fashionable to understate 
profits by “expensing” as many costs as 
possible. Any train of thought which pro- 
poses capitalizing any more expense items 


(Continued on page 182) 
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than are demanded by the Bureau of In- 
ternal Revenue might, in these confusing 
days, be regarded with considerable sus- 
picion in business circles. 

The answer to this concern, of course, 
is that the use of costs for decision-making 
purposes has nothing at all to do with 
how we dispose of them in determining 
profits and in making out income-tax re- 
turns. Just as sunk costs—-often repre- 
sented by “undepreciated” 
are not considered in investment decisions, 
so does the control of overhead expenses 
demand that we use costs in one manner in 
order to make decisions, and in another 
manner to report profits. Accounting con- 
vention is not an issue in this argument. 


THE JUSTIFICATION PROBLEM 

We have thus far not mentioned the 
problem of justifying the presence of staff 
groups such as this as a separate issuc from 
the control problem. Even during periods 
of high outputs—and taxes——-these depart- 
ments should be able to demonstrate that 
they are worth their costs. Our hypotheti- 
cal department heads have something to 
talk about here as well. They might point 
out that in the past their groups have been 
mecting the same test of value which has 
been applied to many of the firm's func- 
tional overhead groups. 

For instance, the Purchasing depart- 
ment has been required to prove that en- 
gaging a metals purchasing specialist will 
result each year in savings greater than 
the cost of this added service. 

Similarly, the Maintenance department, 
although dealing with an item of intan- 
vible cost, is able to demonstrate, or at least 
produce evidence, that the reduction of 
health hazards in a better ventilating sys- 
tem makes up for the added operating cost 
of the better ventilation. The point ts that 
most staff groups must usually show that, 
on an annual basis, the returns—-even 
though intangible—are greater than the 
annual expense. 

Similarly, our Quality Control and 
Process Engineering groups have been 
showing, year by year, that the first-year 
savings of the projects which they have in- 
stalled have equalled or exceeded the cost 
of running the department. 

It might have so happened that up to 
this point the efforts of the departments 
may have been directed to projects of such 
casy solution that this might be casy to 
do. Our managers might at this time, how- 
ever, wish to start on some projects of 
long-run value which are totally uncon- 
nected with any annual model or short- 
lived current technique. These projects 
would involve annual savings of perhaps 
one-half the projected staff expense in 
studying the situation and working a new 


system through to installation. Since, the 
managers claim, these installations are 
certainly assets, they should be entitled to 
the same type of pay out (something in the 
order of a three to four year direct outlay 
amortization) as that to which equipment 
is subjected. The conversion to rate-of- 
return of a one-year project shows an 
extravagant rate of return on investment. 
On the assumption of a ten-year life, using 
straight-line depreciation, a one-year pay 
out project shows a 90 per cent return on 
initial investment, or a 180 per cent an- 
nual return on average investment. Even 
a two-year pay out project, depreciated on 
a five-year basis, shows a 60 per cent an- 
nual average return. 


TESTS OF ASSET-PRODUCING EXPENSE 

Here, then, is a genuine managerial 
dilemma. It is one with which we are 
yet poorly equipped to cope. After all, 
almost all kinds of good managerial ac- 
tivity promote the long-run health of the 
firm and thus might be called “asset pro- 
ducing.” Sales promotion efforts 
goodwill, which is certainly an asset. Run- 
ning a better Personnel department re- 
sults in better-selected and better-trained 
and thus more productive employes; this 
might be called an asset. Almost every staff 
group can produce good reasons why its 
budget should operate on a more nearly 
“fixed” basis than the demands of meeting 
the payroll in the industrial world permit. 
Certainly the presence of high marginal 
tax rates on the income of many firms has 
blunted thinking about good use of ex- 
pense dollars, so that many of these prob- 
lems are for the time being almost aca- 
demic. It does seem, however, that there 
are some questions which can serve as a 
basis for distinguishing between what we 
should call “expense” overhead and what 
seems to come close to being ‘‘asset-pro- 
ducing” overhead. 


1. Is there an administrative separation. 
or at least thoroughly understood or- 
ganizational distinction, between those 
people whose activities are concerned 
with the routine function of the firm 
and those people who are working on 
improvement work? 


. 1s there a system of choosing improve 
ment projects which demands defini- 
tion of improvement objectives and 
some estimation of probable cost and 
expected return ? 


Is the administration of improvement 
personnel on a basis that permits plan 
ning for effective use of improvement 
personnel and which supplies data for 
analyzing and controlling the cost of 
the work being performed? 


. Are the most objective possible data 
used for determining the value of im- 
provement work? 


(Although many types of improvement 
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bring intangible benefits, it 1s known that 
all steps that are taken to attain objective 
estimates of these benefits are certainly 
worth it.) 

There are other problems involved in 
thinking about improvement in the man- 
ner we are proposing. If we are to compare 
outlays for improvement with outlays for 
machinery, we need for each investment a 
measure of its probable life. 

For machinery and buildings, we at 
least have precedents to guide us, although 
the use of the stereotyped ten or twelve 
year life estimate for equipment, simply 
because it fits present accounting practice, 
has no logical merit in the decision-mak- 
ing process. We have no such guides for 
improvements. We know that most ma- 
chines last far longer than this arbitrary 
period before being sold, but that they are 
in fact replaced many times within the 
plant as newer machines take their place. 
Current attempts to measure both the quali- 
tative and quantitative aspects of this 
“functional degradation” are a major step 
forward in making equipment decisions. 

The work of the Machinery and Allied 
Products Institute and its economist, 
George Terborgh, is the major new force 
in this field. Perhaps, if we practice 
enough, we may obtain measures of the 
gradients of “inferiority accumulation” 
tor ditfcrent types of long-term improve 
ments. Without such a tool, we are forced 
to fall back on life expectancy estimates. 
The accuracy of such estimates will always 
be hard to defend, even though we may 
defend, as have our hypothetical managers 
of Quality Control and Process Engineer- 
ing, the thesis that operations improve- 
ments are likely to have a longer life—in 
purely relative terms than most items of 
equipment. 
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CURRENT ASSETS: 
Cash in banks and on hand 
Marketable Securities: 


Other Marketable Securities 


Less Reserves 


Accounts and Notes Receivable: 


Motor and Other Retail 


Motor and Other Wholesale 
Open Accounts, Notes, and Factoring Receivables. ... . 
Direct Loan Receivables 

Sundry Accounts and Notes 
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Less Reserves for: 
Unearned Income 
Losses on Accounts and Notes 


Total Reserves 
Other Current Assets: 


Premiums Receivable-‘‘Insurance C 


Total Current Assets 
FIXED AND OTHER ASSETS: 


Land, Buildings, and Equipment 
Company Cars 
Cash Surrender Value Life Insurance 
Repossessions at depreciated values 


DEFERRED CHARGES: 
Prepaid Interest and Discount 
Prepaid Insurance and Expenses 


CURRENT LIABILITIES: 
Notes Payable 
Accounts Payable: 


Sundry 


Accrued Income and Excess Profits ‘I 
Other Taxes 
Customers’ Loss Reserves 

Total Current Liabilities 


RESERVES FOR: 
Losses and Loss Expense 
Fluctuations in Security Values 


UNSECURED NOTES: 
Notes, 2°, due serially 
Notes, 3'4 due 1961 
Note, 3°, due 1963 


1954-1957 


“Insurance Companies” 


Trade Accounts aud Note Receivable ‘ ‘Manufacturing C 


Jompanies’ 


Inventories-“*Manufacturing Companies’ 


“Manufacturing 
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Credit Balances of Manufacturing and Selling Agents 


A 
Due Customers only when Receivables are collected 


axes 


SUBORDINATED UNSECURED NOT ES: 


Notes, due 1957 
Note, due 1958 
Notes, due 1964 
MINOREPY INPFERESTS IN St BSIDIARLES 
CAPITAL STOCK AND SURPLUS: 
Common Stock $10 par value: Authorized 


Issued and Outstanding 

of fractional scrip 
Capital Surplus 
Earned Surplus 
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Unsecured Short Term 


UNEARNED PREMILMS—"INSURANCE ¢ {OMPANIES” 


6,000,000 shares 
4,564,334 full shares and 172 shares 


Consolidated balance sheet as of December 31, 1952 


ASSETS 


$ 65 540 175 
13 632 383 

$ 79 172 558 
464 567 


$570 
151 
121 
48 

3 
$895 


189 287 
333 622 
558 088 
598 257 
838 003 


517 257 


$ 41 084 860 
14 012 727 
$ 55 097 587 


$ 7 454 341 
494 123 
13 436 814 


$ 8 470 626 
1 478 658 
97 693 

661 208 


$ 4 500 892 
1 019 227 


$ 12 156 081 
12 605 189 
9 029 O51 
27 474 607 
3 357 933 
24 370 585 


$ 6 698 348 
575 258 


$ 34 000 000 
40 000 000 
50 000 000 


$ 2% 000 000 
10 000 000 
25 000 000 


645 060 
369 499 
194 733 


won 


$ 75 211 469 


78 707 991 


840 419 670 


21 385 278 
O15 724 408 


$ 


10 708 185 


5 520 119 


165 500 


124 000 000 


60 000 000 
58 829 


134 209 292 
$1 031 
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Total Disposable Personal Income for 1952 was 

(ONSOLIDATED OPE ONS 952 

CONSOLIDATED OPERATION $242,900,000,000, compared with $75,700,000,000 
1952 1951 for 1940. Total Consumer Credit outstanding 


Gross Finance Receivables December 31, 1952, including all Instalment 
Acquired $2 907 587 057 $2 783 942 471 Credit was epnnig, Sane ony compared with 
eee $8,163,000,000, on December 31, 1940. Total In- 
53 278 791 41 604 516 stalment Credit outstanding was $16,506,000,000 
for 1952, compared with $5,417,000,000 for 1940. 

Net Sales of Manu- 
facturing Companies. . 102 223 306 99 115 875 Total Consumer Credit outstanding December 


31, 1952 was 9.87, of Total Disposable Personal 


Grom Income. .......... Income for 1952, compared with 10.78 °; for 1940. 

Net income from Current Total Instalment Credit alone was only 6.80°, of 
a. wens Total Disposable Personal Income for 1952, com- 
42 350 470 44 937 240 pared with 7.15°% for 1940. Automobile Instal- 
ment Credit alone was only 2.14°) on December 

Taxes 23 301 163 24 223 353 SI, 1962, compared with 2.267% for 1900. 

“sinter? : an. That is why COMMERCIAL CREDIT is prou 

of having made over TWO BILLION. NINE 

Salaries, Wages, HUNDRED MILLION DOLLARS available 
Commissions na 50 581 822 46 625 518 during 1952: 


TO MANUFACTURERS to increase their work- 
NET INCOME ing capital, their capacity, and their volume; to 
7 . E buy for cash or discount their purchases. 


TO WHOLESALERS to broaden their distribu- 
Finance Companies $12 197 428 $11 873 474 tion through distributors and dealers. 
Insurance Companies 3 531 614 3 265 108 TO RETAILERS for “floor planning’’ their mer- 
Manufacturing Companies 4 085 265 4 575 305 chandise and_ thereby pee all their sales and 
Net Income from Current accelerate delivery. 
Operations $19 814 307 $19 713 887 TO CONSUMERS to help them buy, and use 
while paying for, automobiles, appliances and time 
Net Income per share on : - and labor-saving machinery. Also, to help them 
Common Stock $ 4.34 $ 4.33 budget expenditures or meet emergencies with 
United States and “Small Loans’’ repayable in instalments. 
‘anadian 'T 
eal aed 4.94 5.53 COMMERCIAL CRebIr will continue to devote its 
resources, now in excess of One Billion Dollars 
29.40 27.50 and its experienced personnel to American 
Industry to produce and distribute anc Consumers 
*Adjusted for distribution of one share for each share held to buy their products and thereby further improve 
July 1, 1952. the American standard of living. 
This will be done by helping America buy what 


it wants through the continued judicious extension 
of credit. 


‘i activities of Commercial Credit Company are , 


operated through three divisions, consisting of its Finance 


Companies, Insurance Companies and Manufacturin 
CHAIRMAN 
Companies. 
Gross Receivables acquired by its Finance Companies, a 
Earned Premiums of its Insurance Companies and Net r 
Sales of its Manufacturing Companies were larger than - o- 
PRESIDENT 


for any previous year in the history of the Company. 


MORE THAN 400 OFFICES IN PRINCIPAL CITIES 


OF THE UNITED STATES AND CANADA 


Detailed Report is Available Upon Request 


OVER ONE BILLION DOLLARS IN RESOURCES 
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SOME OBSERVATIONS ON EXECUTIVE RETIREMENT* 
By Harold R. Hall 


Reviewed by K. Y. SIDDALL 
Comptroller 

The Procter & Gamble Company 
Cincinnati, Ohio 


At the Detroit National Convention of 
Controllers Institute of America in Octo- 
ber 1952, one of the past national presi- 
dents was heard to remark—'‘There are 
two types of controllers here—those who 
are not thinking about retiring and those 
who are.” 


No one can argue with that statement— 
and for both types we recommend Profes- 
sor Hall's pioneer study and realistic treat- 
ment of this significant problem facing 
executives and corporations. The author, a 
man with 30 years of managerial experi- 
ence, has presented more than mere obser- 
vation. He raises some disturbing relevant 
questions, points out some pertinent prob- 
lems about executive retirement and indi- 
cates ways to their solutions. The book 
would be worth while if it succeeded only 
in making everyone aware of the many 
facets of the problem of executive retire- 
ment; however, it is effective also in con- 
veying the concept that retirement for the 
businessman is retirement “‘to’’ rather than 
retirement “from” a way of life. 

Reflecting his extensive association with 
executives, Professor Hall has gotten 
down to grass roots with his research and 
his talks to both active and retired execu- 
tives. The study is a result of data con- 
cerning over 400 executives and the book 
is aimed both at the corporation and at the 
individual. 

The issue of retirement may be divided 
into two parts: The problems of the indi- 
vidual executive and the problems of the 
company. These parts, however, are so en- 
twined that it is not possible to treat or dis- 
cuss one part without immediately relating 


* Published by Division of Research, Gradu- 


ate School of Business Administration, Harvard 
University, Boston, Mass. $3.75. 
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such treatment to the other. Professor Hall 
skillfully treats both aspects jointly and 
thereby realistically. He points out areas 
which companies and executives can think 
about to make the transition to retirement 
smoother. A significant value of the book 
results from the liberal use of examples 
drawn from companies and individuals 
and accompanied by prudent use of perti- 
nent statistical data. 

Proper financial and activity prepara- 
tion are given as the keys to successful re- 
tirement. Retirement plans enter into the 
financial preparation so the book deals 
with both the present status and the future 
of retirement plans. Activity preparation 
is covered through presentation of both 
theory and practice. The need to cultivate 
hobbies and nonbusiness interests, and also 
to keep “old ties’’ with the company alive 
becomes apparent. Actual retirement pro- 
grams and experiences as told by retired 
executives are presented, with Professor 
Hall injecting his own conclusions regard- 
ing suitability and effectiveness. 

Few companies do much about pro- 
gramming for executive retirement and the 
bock offers plans for such action. The im- 
portance of company stimulation and pro- 
gramming for the individual is well 
covered and it is suggested that time and 
cost of maintaining an organiczd proce- 
dure are small. 

Professor Hall not only interviewed 
those who have retired but he covers the 
interesting area of attitude toward retire- 
ment. Based on extensive interviewing, he 
outlines the changing attitudes of execu- 
tives toward retirement as they grow older. 

A good family man himself, Professor 
Hall has not neglected to cover the role of 
the wife in retirement planning. Chapter 
XI is devoted to this feature and points out 
the wife's responsibilities and the need for 
teamwork in planning retirement. 

A travelogue atmosphere enters the pic- 
ture in Chapter XII with discussions about 
where to live—-shall the executive ‘‘stay 
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put’ or should he move to the shuffleboard 
country. 

The book closes with considerations of 
the consequences of retirement and the 
need for forming more organizations spe- 
cifically designed to aid retired executives. 
Certainly Professor Hall has attained a 
rather striking achievement in_ setting 
forth the answers to the problems of the 
retiring and retired executives. His grass 
roots approach has been a fruitful one re- 
sulting in a publication which should be 
studied by those who are not thinking 
about retiring and those who are. 


THE BEST YEARS 
OF YOUR LIFE* 


By Marie Beynon Ray 


Science has added some 20 years of ad- 
ditional life-expectancy to western man’s 
existence in the past half century and the 
challenge now is: how to make this span 
of extra years neither a burden nor a bore. 
The answer is retirement fo something 
rather than from something; and the 
“something” should be an activity that has 
long held interest, such as public ofhice, 
writing, photography, the handcrafts, etc. 

Here is a volume for those who have 
achieved “later maturity’ or are approach- 
ing it. 

* Published by Little, Brown and Company, 
Boston, Mass. $3.95. 


COSTA RICA: A STUDY IN 
ECONOMIC DEVELOPMENT* 


By Stacy May, Just Faaland, Albert 
R. Koch, Howard L. Parsons and 
Clarence Senior 


This analysis, for the Twentieth Cen- 
tury Fund, by a five-man survey group, 1s 
addressed to a problem of utmost impor- 
tance to Americans and to the rest of the 
free world: How can peoples in the “un- 
derdeveloped”’ areas promote their own 
economic expansion and rising standards 
of living? And how can they be aided in 
this by our Point Four and other interna- 
tional aid programs ? 

The Fund sent an international team of 
economists to Costa Rica to make the 
study. The leader and research director was 
Stacy May, economic advisor to the Inter- 
national Basic Economy Corporation. 
Other members collaborating on the study 
were Just Faaland, economist with the 
Organization for European Economic Co- 
operation, on leave for the study; Albert 
R. Koch, on leave as chief, Banking Sec 
tion, Division of Research and Statistics 
of the Board of Governors of the U.S. 
Federal Reserve System; Howard L. Par- 
sons, on leave as economist with the U.S 
Department of Agriculture; and Clarence 


* Published by The Twentieth Century Fund, 
330 West 42nd St.. New York. $3.00. 
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Senior, research associate of the Bureau of 
Applied Social Research of Columbia Uni- 
versity. 

Earlier Fund publications dealing with 
foreign economies were “Report on the 
Greeks,” “Brazil: An Expanding Econ- 
omy,” ‘Turkey: An Economic Appraisal” 
and “British Planning and Nationaliza- 
tion.” 


MANAGING YOUR MONEY* 
By J. K. Lasser and Sylvia F. Porter 


The authors, two of America’s outstand- 
ing financial experts, wrote this book to 
answer the thousands of questions that 
arise in the average person's day-to-day 
personal and family financial matters. 

Writing in a clear comprehensive style, 
rather than giving a series of abstract rules, 
they cover such pertinent subjects as in- 
come tax returns, insurance, investment, 
credit, social security, hospitalization 
plans, budgets and home financing. 

A complete and practical adviser that 
tells how to get the most out of your 
present income and how to increase your 
income by making your money work for 
you. 


* Published by Henry Holt and Company, 
New York. $4.95. 


THE ACCOUNTANT IN 
PRACTICE AND IN PUBLIC 
SERVICE 

THE ACCOUNTANT IN 
INDUSTRY 


THE INCIDENCE OF 
‘TAXATION 


ACCOUNTING 
REQUIREMENTS FOR ISSUES 
OF CAPITAL 


FLUCTUATING PRICE LEVELS 
IN RELATION TO ACCOUNTS 


The papers in the five booklets listed 
above were presented by representatives of 
accounting organizations in Australia, 
Denmark, France, England, Wales, Can- 
ada, Germany, the Transvaal, the Nether- 
lands, New Zealand, India, Norway, Fin- 
land, Portugal, Sweden, Bolivia, Scotland, 
Switzerland and the United States—at the 
Sixth International Congress on Account- 
ing held in London, June 16-20, 1952. 

The papers by the 40 authors from 17 
different countries, presented in these 
booklets, emphasize the many similarities 
in problems affecting accountants all over 
the world. 

For further information about proceed- 
ings of the Sixth International Congress 
on Accounting and the booklets listed 
above, readers should communicate with 
Derek du Pre at 2 Salisbury House, Lon- 
don Wall, London, E.C.2, England. 
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OTHER BOOK ENTRIES 


PERSONAL INTRODUCTION TO Gob. By 
Arthur Corey. Exposition Press, Inc., 
New York. $3.00. 

One man’s story of the satisfying faith 
he achieved by the pathways of modern 
science; in no sense a i: of religious 
controversy ; written in a first-person con- 
versational manner that provokes compara- 
tive thought. 


STUDIES IN INCOME AND WEALTH (Vol- 
ume Fifteen). National Bureau of Eco- 
nomic Research, Inc., New York. $3.50. 


Aupir Practice Case. By Ernest Coulter 
Davies and John H. Myers. The Ron- 
ald Press Company, 15 East 26th Street, 
New York. $6.75, 


A Stupy OF MONEYFLOWS THE 
Unirep States. By Morris A. Cope- 
land. National Bureau of Economic Re- 
search, New York. $7.50. 


A PROGRAM OF FINANCIAL PLANNING 
AND CONTROL: THE MONSANTO 
CHEMICAL COMPANY. American Man- 
agement Association, New Y ork. $1.25. 


What's Ahead for Our Business? 


Will declining retail sales reduce demand for our products? 
Should we be concerned over the "inverted pyramid” of private 
debt? How do population trends affect our business? Will 
rising interest rates increase our cost of financing? What do 
security and commodity trends reveal about our future? 


Having the right answers to such questions spells the differ- 
ence between hit-or-miss operation and sound forward plan- 
ning. How 38 selected companies obtain and utilize such infor- 
mation is explained in BUSINESS FORECASTING written by 
Frank D. Newbury, retired economist, vice president and di- 
rector of Westinghouse Electric Company. 

This Foundation study covers, among other points: 


What forecasting can do for your business. 

Who should do it in your company. 

The basic factors affecting total business. 

The three principal types of business forecast and how to 
use them. 

Where to find statistics which apply. 

Case histories show how each of the studied corporations 
goes about forecasting, embracing such factors as staf vs. out- 
side service; the field of research activity; to whom reports are 
made ; how the sales forecast is initiated and approved; how it 
becomes the basis for financial forecasts, budgets, etc. 

Fourth printing now ready Order your copy today 
Price: $2.00 to members of Controllers Institute 
$5.00 to nonmembers 


CONTROLLERSHIP FOUNDATION, INC. 


Research Arm of Controllers Institute 


ONE EAST FORTY-SECOND STREET, NEW YORK 17, N. Y. 
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Close Check of 


Compensation Claims 


gohan may be highly rewarded with 
tax savings by carefully watching every 
unemployment compensation claim, Com- 
merce Clearing House reports in a review 
of unemployment compensation laws. It 
1s the employer's duty to plan a company 
campaign to keep such taxes at a minimum 
since taxes are paid on an ‘experience rat- 
ing’’ scale and a company may find that a 
single benefit: payment to an ineligible 


Are fixed assets 

“things” 

| or accounting 
entries ? 


@ Management's responsi- 
bility to its stockholders 
| for property accountabili- 
ty, protection and control 
requires a provable per- 
petual inventory of the 
property étems recording 
their description, location, 
cost, and value. 

American Appraisal Ser- 
vice will assist manage- 
ment in preparing and 
maintaining such a record. 


The AMERICAN 


APPRAISAL 
Company 


Over Fifty Years of Service 
OFFICES IN PRINCIPAL CITIES 


Brings Rewards in Tax Savings 


claimant can cost hundreds of dollars in 
taxes for several years. 

As an illustration, it is pointed out, a 
mere 0.2 per cent increase in the tax rate, 
which can occur in many states as a re- 
sult of a single benefit payment to one ex- 
employe, could cost the employer with a 
$300,000 annual pay roll $600 in one year. 

A national organization, which has ¢s- 
tablished a department to watch such 
claims, estimates that it has saved more 
than $500,000 in taxes by its close investt- 
gation of all claims for compensation by 
its ex-employes. 

The survey notes that an employer wall 
not attempt to reduce his unemployment 
tax by harassing legitimate benefit claim- 
ants. Most workers when laid off will not 
misrepresent the facts. But, it says, there is 
a natural tendency for a claimant to weigh 
the facts in his or her favor. A stenogra- 
pher, for instance, fired because of poor 
spelling, would find it difhcult to give the 
true reason for discharge when registering 
for other employment. Ignorance of the 
law and nor fraudulent intent may also re- 
sult in claims that do not comply with the 
letter and spirit of the law. 

This is especially true for organizations 
operating in several states, for unemploy- 
ment compensation is controlled by laws 
of 51 jurisdictions, many of them widely 
different. 

The review cites variations on rulings in 
the states, as follows: 

Two women quit to be married and 
claimed compensation. Pennsylvania ruled 
there was no legal obligation to be mar- 
ried and benefits were denied. Kansas held 
marriage was good cause for leaving the 
job and awarded benefits. 

New York rulings drew a line between 
hours of travel time to new jobs offered 
discharged persons. It held that two hours 
each way was a good cause for a man’s re- 
fusal to take offered work, and gave him 
benefits. In another case, the ruling was 
that an hour and a half trip to a job was 
not unreasonable and denied benefits. 
California granted benefits to a worker re- 
fusing a three-hour travel time job, but 
Florida denied them in. similar circum- 
stances for only two hours of travel time. 

Missouri made a fine distinction be- 
tween ice and flood which kept employees 
from work, One, unable to get to his job 
because of a winter storm, was awarded 
benefits on a ruling that his absence was 
not misconduct. Another, marooned by a 
flood, was denied benefits because he was 
not available for work during those days. 
Connecticut distinguished between two 


men who had a beer, each. A truck driver, 
dismissed because of a tavern visit, won 
benefits on a ruling that the company had 
tolerated drinking previously. A bus driver 


who had a beer at the end of the line, how- 


ever, was denied benefits because he vio- 
lated a company rule. 

How a favorable experience rating can 
effect savings is explained in the CCH re- 
port: The federal tax rate is 3 per cent on 
payrolls. Taxes paid to the states up to 
90% of the federal tax can be credited 
against it. The standard state rate is 90% 
of the federal rate, or 2.7 per cent, so that 
the entire amount paid to a state may be 
credited against the federal tax. 

The federal government allows an ad- 
ditional credit for the amount of the re- 
duction in the state tax. Therefore, a firm 
with a favorable experience rating pays the 
state its reduced tax, takes full credit of 
90% of the federal tax and pays the fed- 
eral government only the top 10 per cent. 

Possibility for savings by firms liable for 
the federal tax but with employes scat- 
tered in several states 1s es 0M out by 
Commerce Clearing House. If the num- 
ber of employes in any of these states 1s 
not sufhicient to require the firm to report 
under the state tax system, the firm may 
voluntarily ask for coverage. In this way, 
they will become eligible for the additional 
credit on the federal tax, and if they have 
a favorable experience rating, may make 
an important saving. 


How Dollar Profits 
Mislead People 


People are often misled about the size 
of big business profits because they are 
reported in dollars rather than as a per- 
centage of investment, Henry B. du Pont, 
vice-president of E. I. du Pont de Nemours 
& Co., told the Baltimore Association of 
Commerce recently. 

To illustrate his point, Mr. du Pont 
cited the example of two fictious con- 
cerns, ‘‘Al’s Garage” and ‘Mammoth & 
Co.” 

“If Al has $10,000 invested in his shop 
and earns $1,000 after all expenses and 
taxes, his profits would be at the rate of 
10 per cent on his investment and no criti- 
cism would come his way,” he said. How- 
ever, he added, “if Mammoth & Co. has 
an investment of $1 billion and earns 
$100 million, it is making exactly the same 
rate of return as Al, but I am not sure its 
performance would be as universally ac- 
cepted.” 
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advantages 
for the SMALL business 


at an 
amazingly 


LOW 


cost! 


GET A 
DEMONSTRATION 


...The All-Purpose UNDERWOOD SUNDSTRAND 


Model E Accounting Machine 


What can you do with this low-cost machine? 


Just about every posting job that will ever come 
up in your business! 


This includes Accounts Receivable, Accounts Payable, 
Trial Balances, Payroll Records, Stock Records, Sales 
Analysis Records ...and many other applications. 


Operation of the Sundstrand Model E is simple... 
smooth ...fast...easy. Even girls who have had 
absolutely no previous experience with this machine 
become proficient in a few hours... and pick up speed 
quickly. There are only 10 figure keys .. . which oper- 
ate by an effortless touch method, eliminating endless 
‘“‘Head Swing” from media to keyboard to media. 


The machine’s ‘“‘Mechanical Brain’’—a control plate 


Underwood Corporation 


Accounting Machines . . . Adding Machines . 
Carbon Paper . . . Ribbons 
One Park Avenue, New York 16, N. Y. 

Underwood Limited, Toronto 1, Canada 


Sales and Service Everywhere 
Copyright- 


. . Typewriters 


Underwood Corporation 


eee ee 


that directs automatic operations, speeds work — mini- 
mizes errors. 


Whether your company is large or small, Underwood 
has just the right accounting machine for every pur- 
pose... for every purse*. 


For instance, the Underwood Sundstrand Model E, 
illustrated, has 2 registers... tie Model C has 5 
registers ... the Model D, 10 registers. 


Call your local Underwood office today for a demon- 
stration of the accounting machine best suited for your 
use...or mail the coupon for full details today. 


*Price starts at $1483 plus taxes—-Subject to change without notice. 


UNDERWOOD CORPORATION 
One Park Avenue, New York 16, N. Y. 


Please send me a copy of your folder S-6107 featuring the All- 
Purpose Low Cost Model E Accounting Machine. 


C453 


Name of Company 


Your Name and Title 


Street Address 


City 
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Investing Pension Funds 


(Continued from page 170) 


of this medium for pension trust invest- 
ment, probably no more than 20% of the 
funds contributed periodically to pension 
trusts is being placed in common stocks. 
Incidentally, nothing is published as to 
this proportion which makes an accurate 
estimate difficult and the figure may be 
somewhat under 20%. 


SELECTING COMMON STOCKS 

The selection of common stocks for this 
je and the timing of their purchase 
vably presents the most difficult prob- 
em of all. One must attempt to look ahead 
so far as possible and to determine what 
the economic trends are likely to be and 
their corresponding effect upon the vari- 
ous industries and companies. Which in- 
dustries are showing relatively more fa- 
vorable trends? And in these industries, 
which are the most favorably situated com- 
panies ? It will be appreciated that even to 
attempt to answer these complex ques- 
tions requires careful and constant study. 
Again it is well to remember that in pen- 
sion trust investing there is a periodic in- 
flow of new funds and because of this, the 
method of dollar-averaging which I have 
previously referred to can frequently be 
employed to advantage so that temporary 
mistakes can be at least partially rectified 
over the longer space of time. 

The question might readily be asked as 
to the main reasons for employing com- 
mon stocks in pension trust investing. I 
think there are two fundamental reasons: 

First, there is the higher income return 
which can be realized. Dividends paid over 


many years by our leading companies 
which are adequately covered by estab- 
lished earning power, at present provide 
a rate of return almost twice as great as 
that which can be derived from the highest 
grade bonds. It is well to bear in mind that 
the increment of higher return, if con- 
sistent with reasonable safety, is an im- 
portant and beneficial factor to any com- 
pany with a pension plan. For instance, an 
increase of one-quarter of one per cent in 
the earnings rate reduces the cost of a pen- 
sion plan by about 6%. 

Secondly, I might mention the long- 
term growth factor of our leading corpora- 
tions. The benefits accruing to the com- 
mon stock holder of a company with con- 
sistent growth, are very great. These are 
reflected not only in appreciation in value 
but through increased dividends. The re- 
sulting gains tend to offset the erosion 
which is apt to take place in any portfolio 
of securities no matter how well selected. 
This has been reflected in the experience of 
well diversified portfolios where the gains 
from the holding of perhaps as few as 
three or four stocks which have rendered 
the best performance have more than off- 
set the mediocre results from a large num- 
ber of the other holdings. 

A long successful record of sound man- 
agement is one of the best guides in the 
selection of securities. However, one is 
likely to forget how easy it is to look back- 
ward and how difficult it always seems to 
see ahead. Right now it ts difficult to de- 
termine what the effect may be when and if 
expenditures for defense diminish. 


Established 1923 


22 THAMES ST., NEW YORK 6 
WOrth 4-2900 NY 1-3167 


From its headquarters in the heart of New York's great financial 
district, Pandick Press, Inc. produces millions of important docu- 
ments each year. Most of these are printed on a rigorous 
schedule; all are delivered ‘‘on time.” 


SPEED is one of the reasons ‘‘Printed by Pandick’’ guaran- 
tees the finest and most complete printing service available. 


“Dress. lie. 


71 CLINTON ST., NEWARK, N. J. 
MArket 3-4994 


I recall that during World War II many 
well informed persons were apprehensive 
that following the end of the war a major 
depression would ensue, perhaps as seri- 
ous or worse than the depression of the 
early thirties. They overlooked the fact 
that such a huge civilian demand for un- 
satisfied needs had been built up; so that 
following only a short period of adjust- 
ment, industry's productive facilities were 
taxed to the limit to meet and satisfy these 
needs. However, this does not seem to be 
the case in looking ahead today since, along 
with the defense effort, industry has been 
taking care of civilian demands to a very 
much greater degree. Accordingly, at some 
point, perhaps within the next year or so, 
there may be a gap to be filled. Will our 
need for new roads, hospitals, low-cost 
housing units and other projects of this 
kind serve to fill this gap? It might be a 
fair guess that it may partially do so; and 
there may be other possible needs in addi- 
tion to the usual demands which we may 
not now foresee. 

Despite this, when defense activity re- 
cedes, the repercussions upon our economy 
may be extensive enough to bring about a 
general recession even though mild. If so, 
should investment policy be altered to 
some extent ? Questions such as these con- 
tinually confront and perplex the invest- 
ment manager and intensify his problems. 

Space does not permit much reference 
to some of our leading and better known 
pension trusts. One of the largest and first 
to be founded is that of the American 
Telephone & Telegraph Company and it 
is interesting that so far as is known this 
trust has not included any common stocks 
in its portfolio. On the other hand, the 
Savings and Profit-Sharing Pension Fund 
of Sears Roebuck & Company owned 
5,619,818 shares of Sears Roebuck stock 
at December 31, 1951, which represented 
23.8% of the total shares outstanding; 
they also had $85,322,256 in cash and 
other securities making the total value of 
the fund $400,032,065 at the year end. 

In the 1951 annual report of General 
Motors reference is a to this com- 
pany’s pension funds which are being han- 
dled under trust agreements entered into 
with seven banks and trust companies ef- 
fective October 1, 1950. This is the only 
pension fund I know of which employs so 
many trustees located in various centers 
including New York, Boston, Chicago and 
Pittsburgh. U. S. Steel has a very large pen- 
sion fund and in their annual report for 
last year I noted that the total cost of em- 
ploye benefits amounted to over $156 mil- 
lion for that year, $96.5 million of which 
represented the total pension cost. 

Such sizeable figures cause one to pon- 
der as to whether under different economic 
conditions the burden of pension plans set 
up in recent years may not prove to be dis- 
proportionately heavy, especially in the 
marginal companies where earnings can 
vary so widely from year to year. Only a 
longer experience can determine this. 
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That Tax on Dividends 


Frank Wilbur Main, of Pittsburgh, sen- 
1or partner of Main and Co., certified pub- 
lic accountants, is the author of an article, 
“This Stupid Tax Costs More Than It 
Earns,’’ in the January issue of The Read- 
er's Digest. Referring to the tax on divi- 
dends, Mr. Main says it results in double 
taxation of the income of stockholders in 
corporations. This discourages investment 
in stocks and limits the growth of many 
corporations, he says. It causes others to 


weaken their credit standing by borrowing | 


funds they need. 


He cites the example of a corporation — 
whose earnings before taxes amounted to _ 


$14.41 a share. Taxes on the corporation 


itself took $9.62 a share, leaving $4.79 a — 


share for each stockholder. Setting aside 
$1.79 a share for expansion and reserves, 


the corporation paid $3.00 a share in divi- | 


dends. But taxes on these dividends range 


from 22.2 per cent to 88 per cent on | 


of the corporation taxes already pai 


Thus, a man in the 25 per cent bracket | 
would be allowed to keep only $2.25 out | 


of the earnings of $14.41 per share. 


Mr. Main says that many small busi- | 


nesses are prevented from adopting the 


corporate form of organization, because | 


the tax penalty exceeds the possible bene- 
fits. The tax, which nets the Federal Gov- 


ernment only about three per cent of its | 
total income tax revenue, costs it a far | 
larger sum in its crippling effect on busi- | 


ness, Mr. Main asserts. 


H. E. Humphreys Presents 
Dickinson Lectures 


The annual Dickinson Lectures, pre- | 


sented at Harvard University, School of 
Business Administration, this year were 
presented by H. E. Humphreys, Jr., presi- 
dent of the United States Rubber Com- 
pany. Mr. Humphreys, who addressed the 
1951 Annual Meeting of Controllers In- 
stitute of America, presented two related 
papers on “The Accountant in Manage- 
ment” and ‘Accounting as a Tool of Man- 
agement,” on March 9-10 at Cambridge, 
Massachusetts. 


industrial Research 


Management Controls 


“Management Controls in Industrial 
Research Organizations” is the subject of 
a book by Robert N. Anthony, assisted by 
John S. Day, which has been published by 
the Division of Research, Harvard Busi- 
ness School. 

This study of the problems is in four 
parts: A Statement of the Problem, The 
Variable Factors Relating to It, Current 
Control Practices and Case Studies of Con- 
trol Techniques in four specific labora- 
tories of different sizes and kinds. In an 
appendix, the author presents selected op- 
erating data for laboratories of different 
sizes and types of work. 
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YOU are entitled to know 
the FACTS about 
Auto Liability Insurance! 


Did you know that fatalities and injuries from automobile accidents lead all others / 
In 1952 alone, 38.000 men, women and children were killed -over 1,300,000. suf 
fered injuries and property was damaged over $300,000,000 through automobile ae- 
cidents! And, especially tragic, most of these accidents could have been prevented! 


WHAT ARE INSURANCE COMPANIES AND AGENTS 
DOING TO HELP REDUCE THIS TOLL? Fyery day, 


year in, year out, they are engaged in activities 


Today’s Conditions 


Average 
Increase 


Since 1940: 
Automobile Accidents. . . 54% 
Hospital costs ...... 135% 


Repair costs 


designed to reduce automobile accidents. Just 


a few are: 


ACCIDENT PREVENTION STAFFS — trained com- 
pany personnel develop safe driving programs 


for business and industry. 


INSPECTION SERVICES — vehicles inspected for in- 
hina ain Jury awards at an all time high! 
sured trucks and fleets. 

Automobile Liability 


LOCAL SAFE DRIVING PROGRAMS— designed to 
rates only 


help make your community a safer, better place, 


are planned and supported. 


REMEMBER: YOU make 


DRIVERS SAFETY AWARDS—are given by insur- tomorrow’s rates TODAY! 


ance companies for safe driving in thousands 


of insured companies the nation over. Success in reducing accidents and 
controlling automobile insurance 
costs requires the constant co- 


operation of all drivers. 
HOW YOU CAN HELP: Adopt 


this simple five-point program! 
each year to promote safe driving. e Drive Safely 
LEGISLATION BENEFITING THE MOTORIST— ihe © Dbey all traffic regulations 
Financial Responsibility Laws now in foree in ° Support law enforcement 
© Keep your car in top condition 
e When you serve on juries — 
award just verdicts — 
don’t yield to emotional appeals! 


HIGH SCHOOL DRIVING COURSES — instruction for 


teen-age drivers initiated in many high schools. 


DRIVER SAFETY EDUCATION — folders, posters, 


films and booklets are prepared and distributed 


most states were initiated and supported by in- 
surance companies and agents. Result: Percent- 
age of insured cars, in N. Y. State alone, in- 


creased from 65 to 95! 


OUR AGENT in your community is helping to make your highways safer 
and better. If in your business, social or civic activities you can use 
films, folders, booklets or posters on safe driving contact him today! 
If you don’t have his name —— address our Ageney & Production Depart- 
ment——we'll supply it promptly! 


ACT NOW — join the Crusade 
against America’s Number One Cause of Accidental Deaths and Injuries! 


HMERICAN SURETY 


COMPANY 


poo 
100 Broadway, New York 5, N. Y. 
FIDELITY - SURETY - CASUALTY - INLAND MARINE - ACCOUNTANTS LIABILITY 
AVIATION INSURANCE THROUGH UNITED STATES AVIATION UNDERWRITERS. INC. 
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treasurer job involved, No attempt has 
been made to segregate into a separate 
function those tasks that might ordinarily 
fall to the treasurer as such —credit and 
collections, receipt and disbursement of 
cash and the like. 

In our larger units, the controller's 
staff may include an office manager and a 
credit manager as well as accounting per- 
sonnel. The organization will include, 
besides accounting, such areas as respon- 
sibility for office services to the whole 
organization and invoicing of customers’ 
orders; maybe purchasing in some cases; 
in others the responsibility for warchouse 
and shipping and traffic departments. The 
pattern must be established to mect the 
individual company situation, Because of 
these variables, another reason is pro 
vided for having the divisional controller 
report directly to the general management 
of his unit. 


COST OF DECENTRALIZATION 

The big question often arises as to the 
cost of these decentralized controllers’ or- 
ganizations as compared with a centralized 
department. The question is a good one 


Operating and Other Problems in Parent, 
Subsidiary and Divisional Relationships 


and it might be less costly to have the 
centralized organization because of dupli- 
cations that occur in some of the functions. 
However, we feel that there is a gain in 
favor of the decentralized unit. No one at 
a centralized point can be as familiar with 
and of as much help with the divisional 
problems as the one who is there on the 
spot working with them all the time and 
with the staff personnel who are assigned 
to the division, Our aim has been to get 
the work back to source as much as pos- 
sible under competent personnel That 
places a local and interest 
that produces more in the final analysis 
than one at a remote point. 

Some years ago we set up a branch 
plant in the parent company at a point 
quite distant from headquarters. We tried 
for a long while to do all the account- 
ing at headquarters, pay ali bills there, 
keep control on credits there. In fact, the 
branch accounting unit did not do much 
more than pay petty cash items and keep 
track of payrolls. 

It wasn’t long before we found ourselves 
in all kinds of trouble and gradually be- 
gan decentralizing until now that particu- 
lar unit does a complete accounting job 


ments to know 


plus” rating plans, 


fee basis. 


Cave Time & Worry 


if you are responsible for your company’s Insurance Program. 


Have a Jamison audit made of your entire insurance require- 


1. That all large loss exposures are properly insured, 


2. Full advantage has been taken of the new “cost- 


3. And that premium costs are in line. 


Also advice on special insurance problems on a professional 


HERBERT L. JAMISON & CO. 


Insurance Survey, Audit and Advisory Service 
Ill FULTON STREET, NEW YORK 38 


for its operations up to sending the home 
office a trial balance of its accounts at the 
end of each month for consolidation with 
that of the home office in producing the 
over-all financial statements of the com- 
pany. That same unit has also been re- 
sponsible for keeping the home office on 
its mettle in a number of procedure situa- 
tions. 


INTERCOMPANY COST BASES 
AND TRANSFER VALUES 

Another major interdivisional or inter- 
company problem—and this may fall 
partly in the management and in the con- 
troller's field—is that of the pricing basis 
upon which goods manufactured in one 
unit are sold to the other. 

There are various means of pricing trans- 
fers—from the competitive basis where 
one unit buys from another on the same 
terms that they could buy a comparable 
item from a complete outsider down to 
where all transfers are made at cost. We 
think we have reached a good compro- 
mise and have used it for a number of 
years without serious objections. 

Our plan is to use market price as the 
intercompany pricing base where the ma- 
terial is a prime one that can be purchased 
from an independent source in the same 
form and quality as obtained from the 
affliated unit. The controller's organiza- 
tion doesn’t set the price in this case. Rep- 
resentatives of the buying and selling 
units sit down and develop prices with 
just as evident interest on either side as 
would be shown if they were dealing with 
someone outside of the family. 

On all other items we have used cost as 
the basis of transfer value between divi- 
sions. This transfer value is established 
for a quarterly period and is the sum of 
current manufacturing cost and a_per- 
centage thereof to cover other allocable 
items not ordinarily included in the manu- 
facturing cost of the product. This latter 
arrangement has the effect of putting all 
of the gross profit into the company that 
does the selling and which must stand the 
selling and merchandising expense. Just 
so there won't be any question about it, 
the buying divisions’ representatives look 
just as caustically at the costs involved as 
they would if they were doing the job of 
manufacturing from the very beginning. 
It is in this type of transaction that the 
controller's responsibility enters, as in our 
organization he has the job of creating 
the cost base upon which the price ts 
established. 


KEEP ON THE BEAM 

Let's not forget that communications 
between units is of very prime importance. 
Through the means of personal visitation 
between department heads and through 
the medium of periodical meetings such 
as I mentioned before it is possible to keep 
on the beam. Agreed upon procedures can 
well get out of line if they are not cross- 
checked from time to time. 
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Accounting for 
Emergency Facilities 


The American Institute of Accountants 
declared recently that companies which 
are permitted to write off emergency fa- 
cilities in five years for tax purposes should 
not necessarily take depreciation at the 
same rate in their financial accounts. This 
question which has been troubling defense 
contractors is answered in Accounting Re- 
search Bulletin Number 42 of its Com- 
mittee on Accounting Procedure. 

At the same time the Committee issued 
a revision of Accounting Research Bulletin 
Number 11 to recommend procedures to 
be used in accounting for stock dividends 
and split-ups. 

The bulletin on emergency facilities rec- 
ommends that the facilities be depreciated 
over the probable useful life, which may 
be shorter or longer than the five years per- 
mitted for income tax purposes under cer- 
tificates of necessity. 

The Committee points out, however, 
that there are advantages in keeping the 
accounts in agreement with the income tax 
returns whenever the results under the two 
systems would not be greatly different. 

The problem is complicated by the fact 
that many certificates of necessity have 
been issued covering only part of the total 
cost of the facility. The bulletin warns that 
this percentage does not necessarily reflect 
the proportion of usefulness expected to 
end in five years, because other factors are 
taken into consideration by the Govern. 
ment. 

The bulletin also points out that in cer- 
tain circumstances, provision should be 
made in the income statement for the 
higher tax which may have to be paid dur- 
ing a later period when the facility is com- 
pletely amortized for tax purposes and be- 
fore it is fully depreciated in the accounts. 

In explaining its recommendations the 
Committee expressed the opinion that 
“from an accounting standpoint there ts 
nothing inherent in the nature of emer- 
gency facilities which requires the depre- 
ciation Or amortization of their cost for 
financial accounting purposes over either 
a shorter or a longer period than would be 
proper if no certificate of necessity had 
been issued.” 


Tulsa Parley to Analyze 
Oil Industry Problems 


The annual Conference of Accountants, 
sponsored by Tulsa University and the 
Tulsa Control of Controllers Institute of 
America, along with other accounting and 
related organizations, has been announced 
as being scheduled for May 21-22 in Tulsa 
in conjunction with the International Pe- 
troleum Exposition to be held in that city 
from May 14 through May 23. An out- 
standing program has been arranged for 
the Accounting Conference with problems 
of the oil industry as the central theme. 
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This is the THOMAS MECHANICAL METHOD— 
GATHERING TRAY METHOD fast, convenient, efficient and accu- 
rate... savings of 40% to 70%, 
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Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parentheses. 


O. LINVILLE (#2431-1943), con- 
troller, Kansas City Power & Light Co., 
Kansas City, Mo., 
has been elected 
a national direc- 
tor from Region 
VII, Controllers 
Institute of 
America, to serve 
the unexpired 
term of JOHN 
D. GRAYSON 
(#1561-1939), 
who resigned 
upon joining the 
Lincoln-Mercury 
Division, Ford 
Motor Company, 
Detroit, Michigan (Region VI). 

Mr. Linville was formerly associated with 
Arthur Andersen & Co. in their Chicago 
office from 1932 until he joined Kansas City 
Power & Light Co. in 1938. He was named 
controller in 1947, He served as president 
of the Kansas City Control of Controllers 
Institute for the 1951-1952 term. 


EUGENE F, MCMANUS (#5709-1952), for 
merly assistant comptroller, Detroit Cream- 
ery Company and Ebling Creamery Com- 
pany, Detroit, Michigan, has been elected 
secretary and comptroller. Mr. McManus 
succeeds CHARLES A. FRENCH, who retired 
on March 1. 


Strauss Peyton 


MR. LINVILLE 


JuLes E. ANDERSON (#5863-1953), for- 
mertly controller, Conmar Products Corp., 
Newark, N. J., is now executive vice presi- 
dent and treasurer of Freezer-Fresh Ice 
Cream Corp., Maplewood, N. J 


HERBERT SCHACHTSCHNEIDER  (#4784- 
1949), assistant controller, E. Schuster & 
Company, Inc., Milwaukee, Wisconsin, has 
been appointed controller to succeed HuGo 
KUECHENMEISTER (#1123-1938), now as- 
sistant vice president and assistant secre- 
tary of the company. 


LEON C. Guest, JR. (#5199-1951), for- 
merly controller, Radio & TV Division, Syl- 
vania Electric Products, Inc., Buffalo, N. Y., 
is now assistant controller of the parent 
company in New York. 


J. Gorpon’ Ross (#4795-1949) has 
joined Northwestern Refining Co., Saint 
Paul Park, Minn., as controller. He was 
formerly secretary-treasurer and controller 
of North Star Woolen Mill Company, Lima, 
Ohio. 


BERNARD S. Ropey Jr. (#1611-1939) re- 
cently addressed the New York Chapter of 
the American Society of Women Account- 
ants on the topic of ‘Public Utility Account- 
ing.” Mr. Rodey is associated with the Con- 
solidated Edison Company of New York as 
assistant secretary and manager of the Tax 
Department. 


KENNETH R. WoopruFF (#222-1933) 
was recently elected vice president and sec- 
retary of Hygrade Food Products Corpora- 
tion, Detroit, Michigan. 


FRANKLIN L. METTLER (#4564-1949) is 
now assistant controller of the Pullman- 
Standard Car Manufacturing Company, 
Chicago, Ill. He was formerly division con- 
troller, General Aniline Works Division, 
General Aniline & Film Corp., New York. 


CHANGING YOUR ADDRESS? 


Notice of change of address for THE CONTROLLER 
should be received in the editorial offices of THE CONTROL- 
LER, One East Forty-second Street, New York 17, N. Y.. 
before the first of the month to affect the following month's 
issue. For instance, if you desire the address changed for 
your June issue, we should be notified of your new address 
before May 1. Be sure to include your postal zone as well 


as your old and new address. 
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WILLIAM T. LAKE (#10683-1940) has 
joined Curtiss-Wright Corporation, Wood- 
Ridge, N. J., as controller. 

Mr. Lake came to Curtiss-Wright from 
the Ford Motor Co. where he served for 
more than four years as controller for sev- 
eral of the Rouge plants. His previous busi- 
ness experience includes positions as auditor 
with Lybrand, Ross Bros. and Montgomery, 
Philadelphia; as controller of Keystone Port- 
land Cement Co., Philadelphia; and as con- 
troller and treasurer of the Narrow Fabrics 
Division of Burlington Mills at Allentown, 
Pa. From June 1942 to June 1946, he served 
on the staff of the Commandant, 4th Naval 
District, as supply officer for Naval Ord- 
nance with the rank of commander. 

Mr. Lake is a CPA (Michigan, Pennsyl- 
vania, and New Jersey) and a member of 
the American Institute of Accountants 


E. QuIMBY SMITH (#1315-1938) has 
been appointed manager of Fruehaut 
Trailer Company, Avon Lake, Ohio. Before 
joining Fruehauf, Mr. Smith conducted a 
management consultant business in Detroit 
for five years. Prior to that he was vice presi- 
dent in charge of sales and controller of the 
Bundy Tubing Company, Detroit. He was 
associated with Bundy for 15 years. 


RUDOLPH OSTENGAARD (#3593-1946) was 
recently elected vice president of California 
Bank, Los An- 
geles. Mr. Osten- 
gaard joined Cal- 
ifornia Bank's 
staff in 1945 and 
was assigned to 
the comptroller’s 
department. He 
was shortly there- 
after advanced to 
assistant comp- 
troller and to as- 
sistant cashier in 
1947. He was 
elected assistant 
vice president in 
1948 and is presently assigned to the Banks 
and Bankers’ Department. 

Mr. Ostengaard was formerly comptrol- 
ler of the Live Stock National Bank, Chi- 
cago, Ill., from 1933 to 1943. 

He is currently treasurer of the Los An- 
geles Control of Controllers Institute and 1s 
serving as chairman of the Finance Com- 
mittee for the 1953 Pacific Coast Conference 
of the Institute to be held in Los Angeles, 
May 1-2. 


MR. OSTENGAARD 


JoHN R. Russett (#4757-1949) has 
joined Consolidated Vultee Aircraft Corpo- 
ration, San Diego, California, as controller 
of the San Diego Division. He was formerly 
assistant comptroller of Pullman-Standard 
Car Mfg. Co., Chicago, Illinois. 


ROBERT DIFFENDORF (#5134-1951) has 
joined the Baldwin Company, Cincinnati, 
Ohio, as budget director. Mr. Diefendorf 
was formerly associated with McKinsey 
& Company, New York. 


ALBERT S, DANIEL (#1664-1940), execu- 
tive vice president, W. C. Ritchie & Com- 
pany, Chicago, Ill, has been elected pres- 
ident and treasurer of the company. 


: 
| 
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HENRY W. HERZOG (#1963-1941) has 
been appointed comptroller and treasurer of 
George Wash- 
ington Univer- 
sity, Washington, 
D. C. Mr. Her- 
zog, a past presi- 
dent of the Dis- 
trict of Colum- 
bia Control of 
Controllers Insti- 
tute, had held the 
post of comptrol- 
ler since 1940. A 
past president of 


the Washington 
Rotary Club and MR. HERZOG 
of the Eastern 


Association of College and University Busi- 
ness Officers, Mr. Herzog will serve next 
year as General Chairman of the Eastern 
Conference of Controllers Institute of Amer- 
ica to be held in Washington, D. C., March 
21-23, 1954. 


HENRY KEYSERLING ($3345-1945), vice 
president and controller, Plymouth Cordage 
Company, Plymouth, Mass., tendered his 
resignation February 1 to return to manage- 
ment consulting work. He will continue to 
be retained by Plymouth Cordage as a con- 
sultant for certain special work and_ par- 
ticular problems. 


JOHN W. OsBON ( #3224-1944), assistant 
controller, was named to succeed Mr. Key- 
serling as controller. 


RONALD RAMSEY (#4293-1948 ), secretary 
and assistant treasurer, Bemis Bros. Bag 
Company, St. Louis, Mo., recently 
elected secretary and comptroller of the 
company. Davip M. FINLEY (#4294-1948 ), 
assistant to the secretary, was named assist- 
ant secretary and assistant comptroller. 


HERBERT N. SCHISLER (#5810-1952) is 
author of an article entitled “Fraud Can 
Take Place in Well-Designed System if 
Working Rules Are Not Followed’ in the 
February 1953 issue of the Journal of Ae- 
countancy. Mr. Schisler is controller of Fi- 
delity and Deposit Company of Maryland, 
Baltimore, Md. 


ALVIN R. Corp (#1182-1938), executive 
vice president, The Froedtert Corporation, 
Milwaukee, W1s- 
consin, has been 
elected president 
to succeed the 
late JAMES HEss- 
BURG, 


Mr. Cord has 
been with the 
firm for more 


than 15 years. He 
Was appointed 
controller in 1938 
and later that 
year, secretary. 
He was elected 
treasurer in 1940; 
vice president and treasurer in 1944; and ex- 
ecutive vice president in 1951. He also is a 
director. 

Before joining Froedert, Mr. Cord was 
affiliated with McKinsey, Wellington & Co., 
management engineers, and Murphy, Lanier 
& Quinn, Chicago accountants. 


MR. CORD 
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CHARLES E. KLEY (#2965-1944) has been 
appointed controller of the Columbian Rope 
Company, Auburn, N. Y. Mr. Kley will 
continue as treasurer of the Edwin H. Fitler 
Company, a Columbian subsidiary at Phil 
adelphia, Pa. and New Orleans, La 


HERBERT F. TAGGART (#4202-1948) 1s 
author of an article entitled “Troubles That 
Arise When Government Control Agencies 
Try To Prescribe Accounting Procedures’ 
in the March issue of the Jowrmal of Ac 
countancy. Dr. Taggart is assistant dean of 
the University of Michigan School of Bust 
ness Administration 


FRANK FEIGENBAU M (#1631-1940), comp 
troller, The American News Co., New 
York, was recently elected a director of the 
company 


Harry Y. WRIGHT (#1318-1948), secre 
tary and treasurer, Fidelity and Deposit 
Company of Maryland, Baltimore, Md., has 
been elected to the Board of Directors of 
his company. Mr. Wright is secretary-treas 
urer of the Baltimore Control of Controllers 
Institute, 1952-1953. 


Bert O. BRAND ($1829-1941), vice pres 
ident and secretary, Vanadium Corporation 
of America, New York, has been elected a 
director of the company, with which he has 
been associated for 11 years. 


PAUL J. MAYLE (#1378-1939), comptrol- 
ler of The Dayton Rubber Co., Dayton, 
Ohio, has been named vice president and 
assistant secretary. Mr. Mayle is succeeded 
as controller by MyRON S. KEM, previously 
chief accountant. 


Lewis ©. PERKINSON (#1780-1940) has 
been elected vice president of American Cy- 
anamid Co., New York. Mr. Perkinson had 
been treasurer of the company since 1945 


and a director since 1946, 


J. E. KELTNER ($3778-1946) is now con 
troller of the Mutual Income Foundation, 
Inc., Columbus, Ohio. He was formerly vice 
president, Farm Bureau Insurance Compa- 
mies of Ohio, Columbus, Ohio 
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C. A. ANDREWS (#195-1933), vice presi 
dent and comptroller of Lehigh and New 
England Railroad Company, Bethlehem, 
Pa., retired from active service on February 
28, 1953. He had been with the company 
for 40 years. Mr. Andrews will continue as 
a director. 

W. L. elected comptroller, 
succeeds Mr. Andrews as head of the ac- 
counting department. 


ARTHUR S. ALBRIGHT ($2633-1943), ex- 
ecutive vice president, the Detroit Edison 
Co., Detroit, Michigan, has been appointed 
one of the incorporating trustees of the 
newly launched Better Business Bureau's 
Research and Education Foundation, “‘es- 
tablished for the purpose of providing prac- 
tical research facilities for the study of busi- 
ness-consumer relations problem.’ Mr. Al- 
bright 1s currently vice chairman of ABBB's 
board of Lovernor;rs. 


WitttaM H. Dossins, controller, Engi 
neering and Research Corporation, River- 
dale, Md., has been appointed assistant 
treasurer of the company. Mr. Dobbins was 
formerly controller of Textron’s Northern 
Mills Division, 


Henry A. BEYER (#1602-1939) has 
joined the H. E. Fletcher Company, West 
Chelmsford, Mass., as special accounting 
engineer. He was formerly controller, The 
Black & Decker Mfg. Company, Towson, 
Md. 


Harry W. MoBere (#3403-1945) con- 
troller, American Hoist & Derrick Co., St 
Paul, Minn., has been named secretary and 
assistant treasurer. 


RAYMOND J. BARBER, JR., (#4110-1947), 
formerly assistant comptroller, Glen Alden 
Coal Co., Scranton, Pa., is now controller, 
Flagg-Utica Corporation, Utica, N. Y. 


“| thought we couldn't afford a new 
calculator. We tried a Marchant and 
did | change my mind! 


“The Marchant is so simple to operate everyone 


in the office uses it. 


‘The amount of time we're saving is astounding. Our 
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Obituary 


Herbert T. Gunn, 61, treasurer of Luzier’s, 
Inc., Kansas City, Mo., died at the Menorah 
Hospital on February 10, 1953. 

Mr. Gunn had been with the cosmetic 
firm since 1933, first as auditor and assist- 
ant treasurer, 1933-1945, and then as con- 
troller and treasurer from 1945 until his 
death. From 1927-1933 he was senior ac- 


countant, John W. Anderson & Co., Kansas 
City. 

He was a member of the National Asso- 
ciation of Cost Accountants and held mem- 
bership certificate #3854-1947 in Controllers 
Institute of America. 


Virgil Marshall, general auditor for the 
Skelly Oil Co., Tulsa, Oklahoma, died on 
February 10, 1953, four days after suffering 
a cerebral hemorrhage at his office. He was 
56 years of age. 

Mr. Marshall had been with the company 
since 1923 and had been general auditor 
since 1936 after serving five years as assist 
ant general auditor. He had been employed 
three years at the Midland refinery at El 
Dorado, Kansas, before the company be- 
came a part of the Skelly Oil Co. 

He was member #4717-1949 of Control- 
lers Institute of America. He served as secre- 
tary-treasurer of the Tulsa Control, 1951-52 
and was currently vice president 1952-53. 


Edwin J. Rock, certified public accountant, 
management counsel and partner in the firm 
of Rock & Com- 
pany, New York 
and Norwalk, 
Conn., died at the 
Norwalk Hospi- 
tal on February 
26, 1953 at the 
age of 57. 

Prior to enter- 
ing into partner- 
ship with Francis 
G. Murray, Mr. 
Rock been 
affliated with 
Loew’s Inc., New 
York, .as assist- 
ant controller; Alaska Refrigerator-Coldak 
Corp., Chicago and New York, as control- 
ler, and afterward, vice president and gen- 
eral manager and finally president; Hershey 
Creamery Co., Harrisburg, Pa., as controller 
and assistant to the president; and controller 
and director of Arma Corporation, Brook- 
lyn, N. Y. 

A graduate of New York University, he 

was a member of the National Association 
of Cost Accountants, the Institute of Federal 
Taxation, and Controllers Institute of Amer- 
ica (#3459-1945). 

He was enrolled to practice before the 
Tax Court of the United States and the 
Treasury Department; was author of a se- 
ries of concise tax tips entitled “Tax 
Angles’ featured daily in the Bridgeport 
(Conn.) Post; and was a contributor to THE 
CONTROLLER (“Ever Try a Turnover Anal- 
ysis?” in the June 1951 issue). 


MR. ROCK 
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Building and Maintaining 
A Successful Organization 


(Continued from page 175) 


should be adjusted fairly to them. Thus, 
production executives can be rewarded 
against a production budget and cost 
standards; promotion people by the effec 
tiveness of their advertising. 

Performance of other executives will be 
measured against company objectives. The 
treasurer or financial vice president has 
objectives in meeting financial plans, bor- 
rowing funds on favorable terms, and 
maintaining credit criteria. The executive 
vice president and president have more 
general objectives to: meet——-maintaining 
or improving the competitiveness of the 
company, improving labor and community 
relations, and maintaining a flexible and 
growing organization. 

Naturally, monetary incentives are im- 
portant: 


One of America’s foremost companies has 
shown a profit for 21 consecutive years un- 
der the direction of the same able chief ex- 
ecutive. He has encouraged extra production 
bonuses for everyone from the sweeper to 
the executive vice president. Several execu- 
tives earned incentives of 100° or more. 
Re sponsibility for results 15 up to each man 

when he succeeds the reward is found 
in his bank account. This practice has un- 
questionably played a big role in the com- 
Pany § SUCCESS. 


But there are other incentives which may 
be even more important than money in 
stimulating an executive to greater effort. 
Fuller participation in the making of top 
policy. for example, encourages an execu- 
tive to try to make it succeed. Recogni 
tion for work well done ts a splendid in- 
centive. 


One young man of 30 inherited a good 
sized textile firm uhen his father died five 
years ago. He also inherited a group of ex- 
ecutives much older than himself. However, 
he was a master at VECORNIZING ab hievement, 
and actually has developed a harder hitting 
team than the one his father left him. 

This young man's techniques included en 
COHVALING key executives to participate im 
national association conferences where they 
gained industry-wide recognition of then 
achievements. He sponsored and publicized 
the community activities. He encouraged 
them to join social clubs and commended 
them for thew efforts in enhancing the com- 
pany’s veputation through thew broadened 


Executives are really human beings 
and they respond immediately when they 
have carned a pat on the back and get it. 


APPRAISALS 


NATIONAL ORGANIZATION OF APPRAISAL ENGINEERS 
STANDARD APPRAISAL COMPANY 


6 CHURCH STREET ATLANTA 


NEW YORK, N.Y. CHICAGO 
sT. Louis 
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THE SECOND TEAM 

Junior executives are a company’s best 
insurance. The best way to assure continu 
ance of a company ts to develop junior ex 
ecutives who will eventually be able to as 
sume top Management responsibility 

Junior executives should be chosen fully 
as much for their potential as for the job 
for which they are hired. To gain the full 
benefit of this potential the company must 
have a pl inned program tor the develop 
ment of its junior executives. The program 
would include: formal training 
learning by teaching others, and learning 
by participating. Formalized 
courses both in the plant and out have been 


COULSES, 
training 
discussed above. 


Two other formalized approaches which 
have been successful are Multiple Manage 


ment and the Junior Board ot Directors. 
Fach of these has been discussed fully in 
current business literature. In essence, the 
juniors learn by participating in top policy 
decisions, on a limited basis, and also learn 
by training the men who will replace them 
as Board members. 

One of the most effective means of in 
teresting juniors in their job is to give 
them the prestige of teaching worker and 
foreman training courses. In this way they 
not only learn company policy by te aching 
but are enabled to better ac 
quainted with the workers and supervisors 
and will have a much better understand 
ing of their individual problems. 

Learning by participating ts probably 
the most important point in developing 
and keeping junior executives, By giving 
them a chance to around and by 
letting them learn the workings of other 
departments, they will not only have a 
broader view of the company but also a 
better chance to find their proper niche. 
page 198) 
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Building and Maintaining 
A Successful Organization 


(Continued from page 197) 

In one company an engineer in the pro- 
duction department had complained loudly 
and bitterly about the “useless figures” 
whith he was required to prepare and which 
were “wasting his time.” The vice president 
of production and the comptroller, who had 
high hopes for this bay, determined that this 
was an atea of personal weakness, Accord- 
ingly, he was given a tour of duty in the 
comptroller's department where he assisted 
in the preparation of budgets and schedules 
and so came to realize thei importance in 
the over-all company objectives. 


Learning by participating should mean 
full participation, In many companies the 
junior will prepare a segment of the work 
to be discussed but will never have a 
chance to learn by hearing the arguments 
pro and con. Here is an example in which 
a jumior was given responsibility for a 
problem through its ultimate solution : 


The vice president of production, dis- 
cussed in the aboue example, handed a par 


Overhead 


ticularly tough problem to an assistant works 
manager: He was given the sole responsi 
bility for planning a new plant. He not only 
made the plan, but was given the responsi 
bility for presenting it to the Executive Com- 
mittee. Since he participated in the discus: 
sions of the Executive Committee he kneu 
the reasons for their decisions and actions 
dnd therefore was far more willing and able 
to put them into effect. 


How much better this method its than 
one in which the junior executive does the 
spade work, but is never permitted to 
justify his decisions or find out the reasons 
behind top management actions. 

One of the most important points in de- 
veloping junior executives 1s to make cer- 
tain that they will be around when they 
are needed: 


The vice president of a very large com- 
pany was complaining recently that he could 
not keep good junior executives. They were 
all going into business for themselves. Why? 
The company had no clear policy of recog- 
nition or promotion. Juniors never kneu 
when or whether they would be promoted 
ov transferred, And so, not knowing, they 
left. This vice president now calls in each 


.$0.3333 


0.3555 


0.1607 


(Prorated at 257 of labor cost ) 


Mailing .. 


(Postage, gathering, sealing, « 


0.0357 


0.0162 


(Clerical costs, supplics, etc.) 
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(25% rag letterhead, (a 
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.0417 to the cost of the letter. 
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add .0521 to the cost of the letter. 
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Estimated by HOMER SMITH, director of product educa- 
tion, National Stationery and Office Equipment Associa- 


tion, Washington, D, ¢ 


THE CONTROLLER 


in their publication, De tk Sheet. 


APRIL 


department head at frequent intervals, tells 
him how he is doing, and what the next step 
1s likely to be and when. 


Another facet of this same problem con- 
cerns salarics. In most companies the 
jump from one level to another 15 great. 
A man may be in line for a $50,000 a year 
job, but if he is making only $10,000 he 
will often not be willing to wait around 
for many years. The differential in salaries 
between middle and top management 
should not be so great as to discourage the 
aspiring second man. It is usually possible 
to give the second team man the additional 
responsibility to justify the gradual im- 
provement in salary. 


PERSONAL—AND 
PERSONNEL—PROBLEMS 

Executives naturally have problems in 
personal relationships with other execu- 
tives. Strangely enough, the extremely im- 
portant question of personnel counselling 
for executives has received almost no con- 
sideration. 

Executives, just like other employes, 
need someone to whom they can take their 
personal problems. Their wives overspend 
their allowances, too; their sons can get 
into trouble. 

Perhaps a high-level retired executive 
might be retained on a part-time basis for 
just this type of counselling. He would 
know the company and its problems, yet 
would not be somcone with whom the op- 
erating executive works directly. An out- 
side organization might do the job. But 
some solution should be found. 

The lives of junior executives are 
fraught with personal problems contingent 
to marriage, mortgaged homes, children’s 
education and so forth. Many companies 
ire giving financial and counselling as- 
that the young executive's 
mind will be free for the job at hand. 

Incidentally, it is a good idea to make 
sure that junior executives are not sub- 
jected to “hazing to see whether they can 
‘take it.’ There is no excuse for this type 
of “test” in the modern company--yet tt 
still exists in far too many placcs. 

In many large or rapidly expanding 
companies executives just don’t know each 
other. There may be cliques of old vs new 
or engineering vs production vy sales. 
Much of this feeling, which 1s owing 
chiefly to unfamiliarity, can be relieved by 
training courses, and also by the move- 
ment of junior executives from one de 
partment to another. Company recreational 
activities Which include executives as well 
as other employes are an excellent way of 
breaking down barriers. 

Human relations 1s still the cohesive 
force which knits an organization together 
Our American enterprise system 1s depend- 
ent upon a clearer understanding of the 
importance of the human factor in scien- 
tifie Management. 

We have discussed just seven of the 
many arcas to be covered in a complete 
management survey. Others would include 


sistance so 
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sclection, personal work methods of ex- 
ccutives, the techniques and tools of ad- 
ministration, production and sales, and 
organizational flexibility for continual 
company development. The human and 
personal aspects of executive growth exist 
in all arcas of the examination. 


MAINTAINING THE ORGANIZATION 

These still are only a few of the many 
points that must be covered in building 
and maintaining a good organization. It 
cannot be emphasized too strongly that it 
is the entire package—the complete or- 
ganizational survey—that accomplishes the 
desired results. It 1s not only dithcult, but 
almost worthless to attempt to patch up 
weakness in an organization just by adding 
an executive training program or an ex- 
ecutive counsellor. Only through a com- 
plete study which finds and fixes a// the 
sources of trouble can real advantages be 
gained. 

Furthermore, this 1s not a “one-shot” 
job. To keep the gains which are made, 
periodic rechecks are essential. 

To whom should the responsibility for 
building and maintaining a good organi- 
zation be delegated ? Certainly, it should 
be somcone who has a broad knowledge 
of management problems, and can view 
them with complete objectivity. 

A few of the biggest companies —du 
Pont, General Motors, and General Elec- 
tri have established management con- 
sulting groups within their own organiza 
tions. Becausc these companies are so 


large, they can afford to support such stat 
groups; and can sect them up so that they 
are in a position to be fairly objective 

But few companies are large enough ot 
suthciently flexible to do this. Thus, for 
most firms, an outside consultant 1s the 
best answer. A good management consult 
ing firm is experienced, objective, and un 
biased. Its management engineers are able 
to talk to executives at any level. And it 
is equipped to follow through on the job 
and make sure that gains are permanent 

Today's problems demand flexibility of 
organization. The entire company must be 
alive to progress. Thus, no plan, however 
good, can be allowed to become stagnant. 
Management must, therefore, provide for 
continual study of all phases of its organ 
Zation 

Particularly dangerous is the tendency 
to feel that, once a fat report has been 
filed, everything necessary has been done. 
Reports should simply serve as a way ot 
listing accomplishments. The real 
port’ is in the day-to-day record of profits 
achicved, improved products, higher pro 
duction, and better morale. The job ts not 
completed until all necessary changes 
have been made and provision has been 
made for periodic rechecks to make sure 
the entire plan continues to work smoothly 

With this type of approach with 
effective provision for following it through 

Management can really be in a position 
to meet the difficult and ever-changing 
quirements of these times, and to insure 
continued progress in the years ahead 


Watchword in 
Washington is 


WARDMAN 


“Wardman Park’ is pleasant 
phrase of recognition to wise execu 
tives with a mission in Washington 
Here, just 10 minutes from down. 
town, they relax to their heart's 
content after a busy day in the 
Capital . . and so will YOU 
Our acres of private grounds over- 
look beautiful Rock Creek Park, and 
our many services exist for only one 
reason—to help you rest well at the 
end of a care-filled day. Write, wire 
or phone for reservations 


Sirk 


HOTEL 
CONNECTICUT AVENUE 
at WOODLEY ROAD, N.W. 
WASHINGTON 4, D. C. 
Frank E. Weakly, 
president 


in mind. 


ent 


ende 


indep 
oldest 3% we Ling 
punched” 


totaled much more than the cost involved. 
a little or a 


20,000 HOURS...Well Spent 


A freight analysis for one of the country’s largest railroads 
required more than 20,000 hours of calculating service. The 
refunds made possible through this analysis by sTaTIsTICAL 
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SITUATIONS WANTED 


SITUATIONS WANTED (Continued) 


CONTROLLER—TREASURER- 
BUDGET DIRECTOR 

Skilled administrator, presently employed as 
controller—-treasurer——-budget othcer of large 
utility. Keen analyst, gets things done at 
minimum cost. Thorough knowledge account 
ing, finance, costs, controls, budgets, systems, 
procedures, credits, imsurance, taxes, pen 
sions, government contacts. Previous heavy 
manufacturing experience. University trained 

business administration, accounting fi 
nance, statistics, economics, law. Member 
Controllers Institute. Can relocate, U. S. or 
abroad; knowledge languages. Box 2025 


EXECUTIVE ACCOUNTANT 
Formerly treasurer-controller medium-sized 
midwestern metal manufacturer. Able ad 
ministrator, coordinator ; can organize, 
stream-line, follow through, get along with 
people and get things done. Diversified ex 
perience general and cost accounting, systems 
budgets, forecasts, government contracts, r¢ 
negotiation, tax planning. Presently in blind 
alley job, will sacrifice salary for opportunity 
to prove worth. Age 43, CPA, member Con 
trollers Institute. Write Box 2033 for 


resume 


NOTE: Tue ContnoLien reserves the right to as 
cept, reject or censor classified copy and takes no re 
sponsibility for the people contacted throuyh this col 
umn nor does it yuurantee any item bought or sold 


ASSISTANT CONTROLLER 
Controller of small listed (Curb) corporate 
group desires wider Opportunity as assistant 
controller or on controller's staff of large 
company. New York CPA, member of Con- 
trollers Institute, State Society, NACA. Age 
10, married. New York resident, will relocate 
if required, Box 2035. 

EXECUTIVE ACCOUNTANT 
Consolidation makes available chief account- 
ant of multi-branch chemical concern. For- 
merly in machinery manufacture, construc- 
tion. Tax management, budgets and forecasts, 
distribution costs, systems, IBM, etc. Earning 
$8,000.00. Age 38, family. N.Y.C. area. Box 
2043, 

FINANCIAL EXECUTIVE 
Presently earning $10,000 with large com- 
pany seeks new connection with greater op 
portunities. Age 39. Many years’ experience 
in financial and accounting fields such as 
public accounting, banking, auditing, taxes, 
budgeting, and credit and collection. Box 
2050 

EXECUTIVE—ACCOUNTANT 
Presently employed in the textile industry, 
desires position as controller or treasurer. 
Thorough knowledge accounting, — costs, 
budgets, systems and taxes. Heavy experience 
gained as public accountant for 20 years in 
all types of businesses. Member Controllers 
Institute. Prefer New York City, Long 
Island or nearby Connecticut. Box 2051, 
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Working Capital Found 
“Tight but Adequate” 


Despite postwar plant expansion and 
market growth, a ‘tight but adequate”’ sup- 
ply of working capital was maintained 
during 1952 by most of the 200 manufac 
turing companics reporting in a survey 
conducted by the National Industrial Con- 
ference Board. The analysis adds, however, 
that many had to resort to equity financ- 
ing or long-term borrowing to keep pace 
with current requirements. 

Evidence of the tightness of working 
capital, the survey points out, is revealed 
by the collections situation. Most com- 
panics reported no lag in the past year. 
However, one out of three experienced de- 
lays in receiving payments due, generally 
during the first half of the year. 

Three quarters of reporting companies 
experienced a change in the make-up of 
gross working capital, the survey reveals. 
While more than half of these companies 
increased the share held in cash, most of 
them reduced the proportion of gross 
working capital tied up in inventories. 


Contract-Record Rules 
For World War Il Eased 


General Services Administration has re- 
laxed its record-keeping regulations for 
thousands of World War II contractors 
who had not reached full settlement otf 
their contracts by December 31, 1950. 

Regulations announced carly in March 
do two things: 


1. Lower from five to three years the 
period for which records must be 
held after settlement. 

2. Allow the contractor to throw away 
records relating to settled parts of 
his contract, provided the three-year 
period has run. 


There are less than 100 contracts now 
on which full settlement has not been 
reached. 


Atomic Power for Industry 
Discussed at NYC Control 


Carroll L. Wilson, former general man- 
ager of the U.S. Atomic Energy Commis- 
sion, spoke on “Atomic Energy” at the 
March 11 meeting of the New York City 
Control of Controllers Institute of Amer- 
ica. Mr. Wilson, who is now director of 
the industrial development department, 
Climax Molybdenum Company and presi- 
dent, Climax Uranium Company, was with 
the Atomic Energy Commission in 1947- 
1950, prior to which he was secretary to 
the Board of Consultants to the State De- 
partment for preparation of report on a 
plan for international control of atomic 
energy. Throughout most of World War 
II he was executive assistant to the direc- 
tor, Office of Scientific Research and De- 
velopment. 
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IT DOES THESE JOBS 
—AND MORE! 


Accounts Receivable 


Material Records 
ine Wage Accrual Records 
Payroll Records * Cost Records 
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Here at last is an accounting machine so swift, so 
efficient, so simple to operate, that it brings bigger savings 
to every job—does all jobs with unerring accuracy! 


The Sensimatic’s amazing effort-free speed comes from its 
exclusive sensing panel or “mechanical brain” that automatically Now there ate five | 
directs it through every accounting operation. Its superior ° 
design makes the operator's work easy. There is less 960 with 
to do—less to learn. Automatic controls, continuous visibility 
of work in progress, and complete keyboard control, 

reduce operations and chance of error—provide Sensimatic 300 with 11 totals 
peak production on every accounting job. 


Sensimatic 400 with 9 totals 


Get the facts today about Sensimatic’s astonishing Sensimatic 100 with 2 totals 
record of low-cost, high-speed operation! Call 

the Burroughs office nearest you. It’s listed in the 

yellow pages of your telephone book. Burroughs Adding 
Machine Company, Detroit 32, Michigan. 


CHANGE JOBS INSTANTLY ... at a turn of the job 
selector knob. Any four different accounting oper- 
ations controlled by one sensing panel. Any number 
of panels can be used, so there's no limit to the 
number of jobs a Sensimatic will do 


WHEREVER THERE'S BUSINESS THERE'S 


| 
: 
; 
INES” a f 
H 
ouNT 1 NG. * M AC 
4 
4 
4) 
( 
© 4 
‘ 


SECURITY plus 


Like many employers, you might like to liberalize your pension plan to 
provide larger retirement incomes for your employees. But you hesitate to 
increase the fixed pension obligation you have already assumed, 

A sound alternative may be for you to create a profit-sharing plan, or a 
thrift and savings plan, in addition to your pension plan. 

We have helped many companies work out such combination plans 
plans that combine security and incentive. Let us kelp you explore the pos- 
sibilities of an effective retirement program for your company, imeluding a 


cost estimate. Write or call our PENSION TRUST DIVISION. 


CITY BANK FARMERS TRUST COMPANY 


EET, NEW YORK 
THE NATIONAL CITY BANK OF NEW YORK 


Established 1812 
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